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Management jargon 
How to play 
Buzzword Bingo 
Lucy Kellaway, Page 8 



Currency intervention 
Why the euro will 
not replace the dollar 
Page 22 



Flying at the front 
The point of paying more 
on European flights 
Business travel, Page 10 


Today's surveys 
Ghana, Pages 13-16 
Venezuela, 17-20 
Gold, separate section 



WORLD NEWS 




East Timor’s jailed 
independence 
t movement leader 


rejects freedom deal 
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Jose Xanana Gusmao, jailed loader 
of East Timor's independence 
movement, rejected a Jakarta gov- 
ernment offer of freedom in return 
for world recognition of the territory 
as Indonesian. East Timor has 
been occupied by Indonesia since 
1975. Page 24 
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ban’sbifl^itlngliitensffies 

ban's internal, power struggle inten- 
sified when MPa in the conserva- 
tive-dominated parliament forced 
tile resignation of reformist Interior 
minister Abdofiah Nourl and were 
Immediately confronted by the 
appointment of another moderate 
to take his placed Page 24 
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Jerusalem expansion approved 

Israel ignored US pretests and 
approved a plan to strengthen Its 
control over Jerusalem by expand- 
ing the city's jurisdiction to include 
several Jewish settlements In the' 
Palestinian West Bank. Page 4 
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Hi to sat up atr safety body 

European Union transport ministers 
agreed to create a Europe-wide air 
safety authority to match the US 
Federal Aviation Administration. 

Pages 


Rail fink tor Heathrow 

Heathrow airport, London, wfD 
tomorrow gain a dedicated rail link 
which will take passengers to the 
city centre in 15 minutes. Page 6 




Rescue bid delayed 
Rescuers in Alaska ware last night 
writing for the weather to clear 
before sending a helicopter up 
t£| Mount McKinley, North America’s 
!-™ highest peak, to seek two British 
soldiers trapped near the summit 
at 5,800 metres. 
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Sydney Games may face cost cuts 

Australia's organising cammtttee 
for the 2000 Olympic Gaines arid 
It might have to cut costs following 
the AustraBan dollar's recent 
plunge and the impact of Asia's 
econondp crisis. Page 2 

Keynote lister speech 

David Trimble, leader of Northern 
firstahcfB Ulster Unionist party. Is 
expected to play down dMsionaln. 
Ms party to a keynote .speech * 
today ahead of Thursday’s vote for 
the province's new devolved 
assembly. Page 6 


Freedom hope lor ANota 


OF 


, .riklhe Nigerian government said the 
'*7 counter's mffltouv rulers he 


country's mffitary rulers had held . 
trite with detained presidential 
claimant Mtiehood Abioia which' 
had covered the possfofflty of Ms 
oondWonaf release. Page 2 - 



Guerrifes fry to fuH poS 

Colombia's Wtwtrig guerrillas bunt 
trucks and buses across the coun- 
try In an attempt to stop presWerv- 
tia) elections. Page 4 


Sendee for train crash dead 

Gwmm president Roman Herzog 
ted a memorial service In Lower 
Saxony for the 100 people who 
(fled in the high-speed train crash 
there a fortnight ago. 


Vtatart stem HRs Moscow 

Muscovftee were counting the cost 
of a violent stotm which left six 
people dead, foiled thousands of 

trees and damaged the Bolshoi 
Theatre and the Krentih wails. 


Pope Mb to heal rift 

Pope John Paul U ended a three- 
day visit to Austria where he fated 
to heaMhe deep rift In the Gajholio 
church between conservative and 
moderate forces.' 


BU Bates stiR richest 

Microsoft chafrman BiB 
topped Fortes magazine's rank- 
ings of the "world's richftSt-Wfion- 
alrm for the fourth .successive . 

year, as his net worth jumped 48 : 

per cent from a year ago to $51bn. 


BUSINESS NEWS 


Alstom is valued 
at $7.2bn as its 
shares debut on 
three exchanges 


Alstom, the engineering group 
being aoM by General Electric 
Company of the UK and Alcatel of 
France, wflj be valued at H=ir43bn 
(S72bn) when its shares make their 
market debut today in Paris, Lon- 
don and New York. Page 25 


Saga Petroleum, Norway's leading 
Independent oil producer, is con- 
sidering plans to develop oilfields 
In Iran fbffowfng last month's US 
decision to Hit the threat of sanc- 
tions against European companies 
investing there. Page 4; Editorial 
Comment, Page 23 


Internal documents prepared by 
executives at Unilever, the Angto- 
Dutch group, show that it excluded 
rival ice-cream products from its - 
freezer cabinets In shops as a 
strategy to squeeze Mars of the 
US out of the European market 
Page 25 


Coca-Cola Beverages, the newly 
formed Coke bottler for eastern 
and central Europe, win tomorrow 
announce details of its July 13 ini- 
tial public offering on the London 
Stock Exchange amid predictions it 
will value the company at as much 
as £1.8bn (S2.95bn). Page 26 


BS, the pipeline and international 
arm of the former British Gas 
monopoly, is considering proposals 
for soiling parts of its storage busi- 
ness, worth up to £1hn. Page 2B 


Zurich Group, the insurer, is to 
restructure its asset management 
operations after the proposed 
merger with the financial sendees 
arm of BAT Industries, using Lon- 
don as a platform for intamational 
expansion. Page 26 


PowerGan, the UK’s second-largest 
fbssiMuei generator, is in talks with 
Dominion Resources of the US to 
buy East Midlands Electricity, toe 
UK electricity suppfiar, for about 
E2bn $&28bn\ Page 26 and 
Comment 


Japan warns 
of delay in 
firm action 


on economy 


Financial markets face disappointment 
as talks fail to secure move on banks 


By Gafin Taft and Pater Moatapon 
to Tokyo 


Amdocs, the Israefi . maker of 
information systems for tetacom- 


munteaUons companies, raised 
$2S2m with its Initial public offering 
of 9 per cent oflts equity In the 
biggest IPO by an Israeli company 
on WaU Street Page 28 


Italfs L12.8 OObn ($73 bn) sale of a 
fourth tranche of aharesln toe Eni 
oil and gas group opens today 
amid growing tension over the 
government's privatisation pro- 
gramme. Page 30 


BASF, Europe’s largest chemicals 
company, to meeting wBh mer- 
chant bankers ahead of a planned 
DM5bn (S2.8bn) buy-back of 66m 
shares, ft hopes to be toe first 
company in Germany to taka • 
advantage of a change In the Jaw 
allowing the practice. Page 32 • 


Metro Holding, Swiss parent of one 
of Europe’s largest retelling 

groups, to to invest 33Qra for a 
12J5 per cent stake In RSL Com- 
munications to underpin a strategic 
affiance undo' which Metro's store 
and mafl order customers would be 
offered RSL services. Page 32 


Cable te le vision operators in 
Europe should benefit most from 
the growth of electronic commerce 
In the home as television, internet 
telephony and tn-efore kiosks 
replace the personal computer as 
toe “window on the web" for shop- 
pers, says a study by the Phffiips ■ 
Tariflea consultancy. Page s 
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Euro prices. Page 37 
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Japan’s finance minister 
yesterday warned that the ruling 
Liberal Democratic party was 
unlikely to take firm action to 
clean np the country’s ailing 
hanking system until “the middle 
of next month". 

The delay is likely to dfa- 
appoint financial markets, which 
had been looking for rapid and 
concrete action to restore Japan's 
flagging economy after emer- 
gency talks in Tokyo at the week- 
end between the Group of Seven 
industrialised countries and 
Asian nations. 

Speaking after the Saturday 
meeting. Lawrence Sommers, US 
deputy treasury secretary, said 
last week’s intervention by the 
US and Japanese central hawks to 
support the yen had created a 
chance for Japan to tackle the 
bad loans plaguing its banking 
sector and to revive its economy. 

"What is going to be very 
important going forward is the 
steps that toto w to take 

advantage of this window of 
opportunity, and the credibility 
that is established by its 
actions,” he said. 

Japan's determination to bol- 
ster, the economy will be tested 
tomorrow when a panel of LDP 
politicians is expected to produce 
farther recommendations cm how 
to tackle the ■hanking sector’s 
problems. But Hlkara Matson- 
aga, the finance minister, indi- 
cated in a television interview 
that concrete action might have 
to wait until after the crucial 
July 12 upper house elections. 

The LDP panel, set 19 last 
mouth by Prime Minister Ryu- 
taro Hasbimoto, is expected to 
recommend changes to the tax 
and property laws to help hanks 
deal with the bad loan problem, 
and may also recommend the 
provision of more public money 
for banks that follow this route. 

Chris Tinker, oflNG Barings In 


Hong Kong, said foreign 
exchange markets would remain 
cautions today, initially out of 
tear of further intervention. 

fix the stock market, concern 
remains w g b as troubles mount 
for Long Term Credit Bank, 
whose subordinated debt was 
downgraded by Moody’s last 
week. LTCB’s share price has 
plunged recently and the bank 
said this weekend it could look 
.for a merger partner as one 
option for resolving its problems. 

Mr Matsunaga has promised 
government support for the inter- 
bank money market as w&U as 
for depositors, and the Bank of 
Japan has already indicated that 
it will provide any liquidity 
needed to stave off systemic risk 
resulting from Increased pressure 
on the banking sector. 

Sir Nigel Wicks, permanent 
secretary at the UK Treasury, 
said: "What is needed to restore 
market confidence is a timetable 
[far dealing with bad loans].” 

Over the weekend the Euro- 
pean delegation met Japanese 
leaders and sought to persuade 
them to provide a clear explana- 
tion for the role of the financial 
Supervision Agency which comes 
into grtatence today, a concrete 
timetable for tackling the loan 
problem, and the introduction of 
consolidated accounting for 
banks by fiscal 1999. The talks 
produced no firm commitments, 
although Eisuke Sakakibara, 
vice-minister of finance far inter- 
national affairs, said Japan was 
“very serious about structural 
reform,- particularly banking 
reform". 

However, there were signs that 
the message was getting through 
to the broader public with edito- 
rials in Japanese newspapers 
calling an Japan to live up to its 
pledge to act 


Asia Mows, Page 2 
Nobody to charge, Pape 22 
Change without a U-tera, Page 23 
Lax, Page 24 


Czech poll leaves 
left and right 
fighting for spoils 


ter Robert Andoreoa 

and Stefan Wagstyl h Pragae 


Czech political leaders are 
preparing far protracted negotia- 
tions over the formation of the 
next government fallowing a sur- 
prise surge in support for Vaclav 
Klaus, the rightwing former 
prime minister, in the weekend’s 
elections. 

The Social Democrats, Led by 
Milos Zeeman, yesterday emerged 
as . the largest single party - the 
first time since the 1989 “Velvet 
Revolution", which brought 
down Communism, that a left- 
wing group has won the biggest 
share of the -vote. 

But the rightwing Civic Demo- 
ccatic party (ODS), led by M* 
.Klaus, did for better than opinion 
■polls had predicted and could yet 
form the next government. "It 
LwDl.be- very difficult to form a 
stable government," said Jiri 
.Pehfi, political adviser to presi- 
dgit Vaclav HaveL "I imagine 
the talks could take soma time." 

. -Mr Klaus, prism minister for 
flvfe years until hfl lost power to a 
caretaker government last 
November, staged a remarkable 
political recovery, increasing his 
support from only 10 per cent in 
-opinion polls three months ago to 
ff.T per-cent in -this weekend’s 
voie^ mangy by playing on fears 
of r Communism. Mr. Havel is 


today likely to offer Mr Zeman 
the first chance to try to form a 
government, but senior Social 
Democrats are doubtful of suc- 
cess. The party won 74 seats in 
the 200-seat parliament, com- 
pared with 63 far Mr Klaus. The 
Communists won 34 seats, the 
centre-right Christian Democrats 
gained 20 and the Freedom 
Union, also centre-right, 19. 

The Social Democrats 
tnirrpggpH their share of vote 
from 26.4 per cent in 1996 to 32J3 
per cent However, they Mted to 
convince middle-class urban vot- 
ers, the core of Mr Klaus’s con- 
stituency, they had nothing to 
fear from a leftwing government 

Because the Social Democrats 
have pledged to avoid sharing 
power with the Commtmlsts. 
they can secure a majority only 
with support from both the Chris- 
tian Democrats and the Freedom 
Union. These groups’ members 
previously supported Mr Klaus 
until they helped to bring him 
down last November. 

They have more in common 
with the right than the left, but 
their leaders would find working 
again with the domineering Mr 
Klaus very difficult 

Together, a centre-left coalition 
would have 113 seats; the centre- 
right 102. . 


Edtortal Comment, Page 23 
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Censor sensiWUy: President CSnton’s visit to China could be marred by the Chinese ban on a touring Optra 


CLAMPD0WN DAMAGES IMAGE OF TOLERANCE PROMOTED BY BEUING 


Chinese censors’ opera 
ban sours Clinton visit 


tef James HanBng to Shanghai 
and Janes Kynge la Befjtag 


Chinese government censors 
have barred a classical opera 
troupe from performing a "feu- 
dal, absurd and pornographic" 
production in New York just as 
President Bill Clinton prepares to 
visit China this week. 

The dampdown will damage 
Beijing's efforts to present China 
as a more open and tolerant soci- 
ety. It is hoping Mr Clinton’s tour 
will soften American, scepticism 
towards a government remem- 
bered -far its repression at democ- 
racy activists In 1989. - 

The ban will deflect US atten- 
tion from China's decision to 
allow the parents of Wang Dan, a 
leader of the 1989 protests In Bei- 
jing's Tiananmen Square who 
was this year exiled to the US on 
medical parole, to visit their son. 
The permission, granted last Fri- 
day, appeared intended as a good- 
will gesture. 

The intervention over the 
Opera threatens to scupper the 
first international tour of The 
Peony Pavilion, a 400-year -old 
Chinese love story, due to - open 


in a fortnight as the main attrac- 
tion of the Lincoln Center Festi- 
val in New York. 

The traditional Chinese opera 
performed over six nights on a 
huge reconstructed "peony pavil- 
ion" (surrounded by a moat) is 
dubbed the “Ming ring” and has 
been financed primarily by the 
Lincoln Center In association 
with other venues in Paris, Syd- 
ney and Hong Kong at which the 
show is due to appear. 

Shanghai's Culture Bureau, 
which lambasted; the production 
for giving a “wrong and-mlatead- 
tag impression of China’s long 
history and traditional culture", 
has put restrictions on the travel 
of the opera's cast and 
impounded the production’s set 
and costumes. 

The authorities have demanded 
fundamental changes to the pro- 
duction before considering allow- 
ing it to be taken abroad. 

US officials are mounting a dip- 
lomatic Initiative designed to 
defuse the problem before Mr 
Clinton and a caravan of Ameri- 
can journalists land in China on 
Thursday. 

Raymond Burghardt, US consul 


general in Shanghai,' said yester- 
day: “I have raised with the 
authorities my concerns over this 
impasse and urged an early reso- 
lution." After seeing part of the 
production In dress rehearsal, he 
said: "Z thought it was extraordi- 
narily well-presented." 

Mr Clinton, who will visit from 
June 25 to July 3, Is expected to 
make a speech on human rights 
issues at Peking University, Mr 
Wang's alma mater and the cam- 
pus ' where the 1989 protests 
began. The president, has crane 
undar pressase atitodie to make 
a public criticism of China’s 
human rights record- 

A senior representative of the 
Lincoln Center is dire to arrive in 
Shanghai today to try and 
resolve the censor problem. 

Ostensibly, the argument is 
about the “correct" interpreta- 
tion of the Chinese classic. But 
the real disagreement appears to 
be about the Culture Bureau’s 
fury at having not been in charge 
of a foreign-funded and foreign- 
controlled production. 
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ASIA CRISIS 

Japan 

bank 

ponders 

shake-up 

plan 


Long Term Credit Bank 
(LTCB), one of Japan's large 
banks. Is cobsHering merg- 
ing with another bank or 
implementing a radical 
restructuring plan. 

Discussions 'within the 
bank have been triggered by 
a slump In its share price to 
a new low of Y95 last week 
from a peak of Y367 earlier 
this year. 

The bank yesterday 
refused to comment on its 
plans. A decision is not 
expected immediately. 

As a result the group may 
face continued market pres- 
sure in the coming days, par- 
ticularly since the Japanese 
government did 'not produce 
any concrete pledges of 
hanking reform- at a meeti n g 
of western and Asian finan- 
cial officials aver the week- 
end. 

LTCB is attracting particu- 
lar market attention because 
it is regarded as an impor- 
tant test case of how the 
government plans to resolve 
Japan’s financial problems. 
In addition, there is also con- 
cern th at an y market unease 
about LTCB could spread to 
hurt other weaker banker 

LTCB has repeatedly 
denied in recent days that it 
faces a liquidity squeeze or 
any serious ^business prob- 
lems. The recent share price 
slump has been triggered by 
a wave of media rumours 
that it faces liquidity prob- 
lems. A decision by Moody's, 
the US credit rating agency, 
to downgrade LTCB's subor- 
dinated debt last week has 
also hurt the bank. 

The bank concluded an 
alliance with Swiss Bank 
Corporation (SBC) last year 
Involving throe investment 
hanking and asset manage- 
ment joint ventures and a 1 
per cent cross shareholding. 
However, SBC is reluctant to 
provide direct support to the 
core of LTCB's business, 
although it remains keen to 
maintain its joint ventures 
in Japan. 

Consequently, LTCB's 
management has started to 
consider a range of other 
options. One might entail a 
radical restructuring plan in 
which the bank would with- 
draw from overseas 
operations and ask the gov- 
ernment Tor an additional 
injection of public funds to 
boost its capital base. 

Another option being con- 
sidered is a merger with 
another Japanese partner. - 
LTCB denied over the week- 
end that it would merge with. 
Dai-Ichi Kangyo Bank, a tra- 
ditional banking ally. It also 
denied that it would merge 
with Nippon Credit Bank, 
the smallest bank in the 
long-term credit bank sector. 

A third possibility is to 
turn the bank into a 
so-called “bridge bank” act- 
ing as a quasi-government 
body providing loans to 
healthy borrowers if other 
hanfcg tail in the future. 

The concept of a bridge 
bank has won backing from 
some senior officials in 
Japan's ruling Liberal Demo- 
cratic party, who hope it 
could be one route to resolv- 
ing the country's banking 
problems. LTCB denied it 
hod plans to become a bridge 
bank. The bank declared 
YlJTSbn (SlO.OTbn) of prob- 
lem loans in March 1998 and 
a pre-tax loss of Y320bn after 
making ! large write-offs. 


ASIA CRISIS JSTRONG CONSENSUS 1 AT TOKYO M EETING ONPROGRAMME OF ACTION _ 

Lack of surveillance seen as 
root cause of region’s woes 


By Peter HantagBon li Tokyo 

Ask most economists what 
pas the cause of the Asian 
economic crisis and the 
chances' are that a failure of 
regional economic surveil- 
lance wfll loom large among 
the answers. 

Asian countries were sim- 
ply too shy of interfering in 
each other’s affairs to 
express openly worries about 
the flawed policies of their 
neighbours, so the early 
warnings of what was in 
store were not loud enough. 

The meeting in Tokyo at 
the weekend of leading offi- 
cials from Asia and the 
industrial world broke some 
of that reserve. It is thus a 
first real test of the new. 
Improved style of surveil- 
lance promised by govern- 
ments as part of the solution 
to the Asian problem, says 
Takatoshi Tto, economics 
professor at Hitotsubashi 
University. 

Whether the test proves 
successful depends on how 
Japan reacts to the pressure 
for economic and banking 
measures which dominated 
the meeting, but at least the 
statement that followed is 
public declaration of what 
Larry Summers, deputy US 
Treasury secretary, called "a 
very strong consensus” over 
what needs to be done. 

That is true not only of the 
agreement about the 
urgency of Japanese reform 
"but also' about the impor- 
tance of currency stability in 



Phota ya phwa aw In on La mwn ca Summers, US deputy Treasury secret ar y, In Tokyo 


China and of Indonesia 
reaching an early agreement 
with the International Mone- 
tary Fund. Both issues were 
flagged in the statement. 

After the recent upset, 
meeting provided an oppor- 
tunity for China to reaffirm 
currency policy. “The Chi- 
nese government is firm on 
its commitment to maintain 
the value of its currency." 
said Jin Liqun. assistant 
finaiw minister. 

Even if the yen weakens 
again, some hope China 
would refrain from publicly 
raising fears for the 
knock-on effect on its own 
currency. China's actions 
seem to have been tactical, 
directed at drawing atten- 
tion to the problem of Japan 
rather than born out of any 


immediate sense of despera- 
tion, said one participanL 

As to Indonesia, Japanese 
officials who signed a $lbn 
trade finance facility in Jak- 
arta last week said its talks 
with the IMF were on track 
There is a Heeling the IMF 
should be willing to help a 
country in such difficulty, 
even if doubts remain over 
the ability of President B. J. 
Habibie to deliver reform, 
delegates said. 

But the biggest doubts 
remain over Japan’s willing- 
ness to deliver its part of the 
bargain. Failure on its part 
would dearly aggravate the 
regional crisis, economists 
say. Not only would a 
weaker yen further under- 
mine the exports of other 
countries in the region. The 


withdrawal of Japanese 
hanks from the international 
loan market is also aggravat- 
ing the serious credit 
squeeze across Asia. 

Even if Japan were to act 
quickly on bank restructur- 
ing, the credit squeeze Bright 
last a while, Mr Ito said, 
though the general effect on 
market confidence could 
maifA a big difference. As *hp 
currencies of other Asian 
countries rose in response, 
that would also take some of 
the heat off China and in 
turn help it to live up to its 
pledge of currency stability. 

But if Japan Ms to act, 
thpn the international com- 
munity has now made it per- 
fectly dear where the blame 
for a worsening regional cri- 
sis will lie. 


ASIA CRISIS TOKYO SUSPECTS BEIJING_IS FLEXING ITS MUSCLES I N THE REGI ON 

Japan-China ties complicated 
by events in forex markets 


By Peter Itarta ga og 


Events in the foreign 
exchange markets last week 
have complicated Japan's 
hopes of an improved rela- 
tionship with China, which 
is one of Its main foreign pol- 
icy objectives. 

The public fhss made by 
China about the weak yen 
and President Bill Clinton's 
visit to Beijing this week 
have added to the sense that 
China is flexing its muscles 
in the region and colluding 
with the US to the detriment 
of its longstanding regional 
rival. 

Officially, the monetary 
and economic issues are 
regarded as separate from 
the sensitive defence-related 
matters that dominate diplo- 
matic ties between the two 
countries. Japan thinks the 
three-way relations between 
-itself, the US and China are 
central to security in the 
Pacific and has been trying 
to strengthen the Sino-Japa- 
nese side of that triangle. 

A visit to Tokyo later this 
year by President Jtang 
Zemin Is seen as an oppor- 
tunity to set the seal on a 
new bilateral relationship 
for the next century’ which 
would at last erase the pain- 
ful legacy of the second 


world war. Until now. thing * 
had been going reasonably 
well. 

Differences remain about 
sovereignty over the dis- 
puted Senkaku Islands off 
Taiwan and about whether 
Taiwan is included in the 
new US/Japan security 
arrangements under which 
Japan has promised to pro- 
vide support to the US in 
dealing with regional secu- 
rity threats. But. helped pos- 
sibly by the fact that Tang 
Jiaxuan. China's new foreign 
minister, has spent 11 years 
in Japan and speaks fluent 
Japanese, the mood has 
improved “remarkably” 
since last year, said Shigek- 
azu Sato, head of the China 
division of Japan's foreign 
ministry. 

Into this, however, has 
crept a sour note, not only 
an China's role in the for- 
eign exchange markets, but 
also the lavish attention Bei- 
jing is getting from Washing- 
ton. “There is an undercur- 
rent of frustration against 
both China and the US,” said 
Keith Henry of the Massa- 
chusetts Institute of Tech- 
nology Japan programme. 

Though it has been more 
an issue among political 
commentators than among 
the bureaucrats themselves. 


there is a sense of pique that 
President Clinton is not stop- 
ping in Japan on his way to 
or from China this week. 
Many senior officials think 
he was specifically asked not 
to by China. 

“Five years ago, the US 
was more interested in its 
relationship with Japan. 
Now, the US may be equally 
or even more interested in 
its relations witb China,” 
said Yoshio Hatano. a for- 
mer Japanese ambassador to 
the US. Adding to Japan's 
concern is a sense that its 
own stature in Asia is dimin- 
ishing as a result of its eco- 
nomic problems, while that 
of China is increasing. 

A large part of China’s 
anxiety over Japan stems 
from Beijing's ambivalence 
over the JapanAJS defence 
treaty. Some Chinese foreign 
affairs specialists concede 
privately that the treaty is 
beneficial because it helps 
keep what they regard as 
Japan's latent nationalist 
tendency in check and pre- 
vents pressure for Japanese 
re-arming. But there is also 
the fear the treaty is part of 
a conspiracy aimed at con- 
taining China and that the 
US nuclear umbrella over 
Japan constitutes a threat 

China’s suspicions lend an 


edge to the relationship, 
which make it harder for 
Japan to build up its ties 
with China as the second leg 
of its overall security policy. 
“A fundamental of Chinese 
foreign policy is to keep 
Japan permanently on the 
back fix*,” said one foreign 
diplomat Even In the run-up 
to the visit by Mr Jiang, 
China has not been able to 
resist expressing its displea- 
sure at the popularity erf the 
film Pride, the Fateful 
Moment, which celebrates 
the second world war prime 
minister Hideki Tojo. mas- 
termind of the attack on 
Pearl Harbour. 

Yet Japan feels it must try 
all the harder given China's 
rapprochement with the US, 
which is cme reason why its 
diplomats have so for been 
prepared to swallow their 
pride over China's role in 
pressing for economic 
reform and the high profile 
of the Clinton visit. 

They see their task as try- 
ing to convince China that it 
is not a question of persuad- 
ing Washington to choose 
between Beijing and Tokyo 
as its closest ally in Asia. 
“Relations between the US, 
China and Japan are not a 
zero sum game," said the for- 
eign ministry's Mr Sato. 


ASI A CR ISIS 

A yen to 
keep the 
financial 
markets 
guessing 

By Mar Hoatagoon 

The statement following the 
emergency meeting of finan- 
cial officials at the weekend 
was carefully crafted to keep 
the markets gues si ng about 
the possibility of farther 
Intervention to prop up the 
yen, participants said. 

The statement welcomed 
the Joint intervention last 
weak by the US and Japan. 

The meeting of leading 
industrial and Asian coun- 
tries had agreed to “monitor 
developments closely and 
co-operate as appropriate". 

Eisuke Sakakibara, 
Japan’s vice finance minis- 
ter for international nffidrn 
said this was a new and 
important commitment, but 
he add ed that there had been 
no discussion at the meeting 
of widening cooperation cm 
intervention to include other 
Asian countries. 

Response from 
the US was even 
more elliptical 


“These things should 
never be talked about in this 
irimi of conference," he said. 

The US response was even 
more elliptical. Lawrence 
Summers, deputy US trea- 
sury secretary, said simply 
that the statement's lan- 
guage “spoke for itself”. 

There was no enthusiasm 
among European authorities 
fix - canceled action. “Inter- 
vention cannot take the 
place of political and eco- 
nomic measures," said Jean 
Lemierre. head of the French 
delegation. But dealas said 
the markets would have to 
take account of the possibil- 
ity of fresh action by the US 
and Japan. 

The yen may ennin under 
pressure again as a result of 
the meeting's weak result, 
but this could be oEfeet, at 
least for a few days, by cau- 
tion over fresh intervention 
while the markets wait for 
concrete action by Japan to 
shoe up its banks, said Phi- 
lipp Hildebrand of Moore 
Europe Research Services. 

Uncertainty continues 
ova- whether the -US Trea- 
sury, long reluctant to Inter- 
vene, was overruled by the 
White House in the decision 
to launch last week’s sup- 
port action. 

While many dealers think 
US President Bill Clinton 
was anxious to calm the 
markets before his trip to 
China, others note that the 
intervention was timed to 
coincide with a period when 
the yen was technically 
oversold. 

The dollar was heading 
slightly lower before the US 
and Japanese central banks 
struck last Wednesday. 

Such turns often consti- 
tute the moment when inter- 
vention can have the great- 
est impact, they said. 


Discord in US over policy towards China 


Much of Republican-dominated Congress 
is at odds with the Clinton administration. 

Stephen Fidler and Nancy Dunne report 



I n the preparations for 
President Bill Clinton's 
nine-day visit to China 
which begins on Thursday, 
administration officials soil 
an Invitation to Congress for 
a bipartisan delegation to 
accompany him on the visit. 
In an illustration of the diffi- 
culties Mr Clinton faces on 
Capitol Hill over his China 
policy, only Democrats have 
so for accepted. 

China, of course, is but 
axe of an array of foreign 
policy issues in which large 
parts of the Republican-dom- 
inated Congress and the 
Clinton administration are 
at odds. Battles are being 
fought over the administra- 
tion policy on sanctions, the 
International Monetary 
Fund, Russia and a host of 
other Issues. 

“It wouldn't be inaccurate 
to say that we have less 
bipar tisanship and less con- 
vergence on policy between 
the legislative and the execu- 
tive branches than -at any 
Ume in the last several 
decades.” said a senior 
administration rffl 1 * 1 ' Pans 
of Congress were highly dis- 
posed to opposition, be said. 


But China Is one of those 
issues over which conserva- 
tives and left-leaning Demo- 
crats can unite in opposition. 
So, on the issue of China, 
Connie Mack, a Republican 
senator from Florida, can 
sound very much tike Rich- 
ard Gephardt, the House 
Democratic leader. 

Mr Mack said the adminis- 
tration's China policy “is 
helping the largest single 
party authoritarian govern- 
ment In the world suppress 
the development of the larg- 
est democracy in the world”. 

“China’s behaviour 
against the students of Tian- 
anmen Square, resistance to 
freedom and democratic 
reforms, abysmal human 
rights record and dangerous 
and irresponsible prolifera- 
tion activities, should not he 
rewarded,” said Mr Mack. 

Mr Gephardt's opposition 
to the Clinton proposal to 
grant most favoured nation 
trading status to China - in 
effect, granting it rights to 
trade normally with the US 
for another year appears 
based on a similar reason- 
ing. 

"We must sot reward the 


Chinese Communist govern- 
ment for its continuing 
repression and tyranny. 
Nine years ago, the blood of 
students flowed in Tianan- 
men Square. Their dreams of 
a free and democratic China 
were crushed by the soldiers 
of the People's Liberation 
Army who faced them with 
barricades, bludgeons and 
bullets.” 

Congressional concerns 
with human rights issues - 
which include forced abor- 
tion and sales or organs of 
Chinese prisoners - will be 
one reason why Mr Clinton 
is likely to call forcefully on 
his visit for an improvement 
in China's human rights 
record. 

This will be an attempt to 
counteract any impression of 
weakness Mr Clinton may 
give on this issue by appear- 
ing in Tiananmen Square at 
his official welcoming cere- 
mony. 

Another important con- 
cern of Congress relates to 
technology transfers and 
proliferation of weapons at 
mass destruction. The con- 
cerned groups' include .a 
band of conservative legisla- 
tors who, with the demise of 
the Soviet Union, view 
China as the next big enemy 
of the US. 

More important In Mr 


Clinton’s calculations are a 
wider group of legislators 
genuinely c on c er ned that US 
controls on militarily useful 
technology are too lax. This 
is complicated by embarrass- 
ing allegations that money 
from the People’s Liberation 
Army found its way into 
Democratic party campaign 
coffers in 1996. 


M oreover, the Jus- 
tice Department is 
investigating alle- 
gations of unlawful sharing 
of satellite launch technol- 
ogy by Loral Corporation, a 
company whose chairman 
happens to be the Demo- 
cratic party's largest donor. 

According to US officials, 
the administration expects 
concrete commitment from 
China over transfer of 
nuclear technology to coun- 
tries such as Iran, and is 
hopeful of a commitment not 
to export missile technology 
and parts to such countries, 
although the latter issue is 
more “problematic”. 

There was also hope for 
progress with the spread of 
chemical and biological 
weapons. 

However, in Congress 
there remain doubts about 
the value of such commit- 
ments. Nancy Pelosi. Demo-' 
antic congresswoman from 


California, said last week: 
“The administration has 
consistently turned a blind 
eye to Chinese proliferation 
of weapons of mass destruc- 
tion technology to dangerous 
countries and rogue states 
[and] has consistently swal- 
lowed Chinese promises to 
stop these dangerous activi- 
ties mice the activities have 
been brought to the public 
eye." 

The last main issue that 
animates Capitol Hill is 
trade, in particular the grow- 
ing trade deficit between the 
US and China and what 
some legislators see as an 
uneven trade relationship. 
“The US trade deficit with 
China was $49.7bn in 1997 
and is conservatively proj- 
ected to be S63bn for 1999. 
This is up from SSbn at the 
time of the Tiananmen 
Square massacre In 1989,” 
said MsPelosL 

This concern about the 
trade defidt seems unlikely 
to derail Mr CUiiton’s MFN 
proposal, although support 
for it is likely to be weaker 
than last year. However, it 
does make it less Hkely that 
Mr Clinton wfh get his way 
on his wish to see China 

granted permanent MFN sta- 
tus, a wish he repealed in 
several press interviews in 
recent days. 
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RUSSIAN CUR RENCY 

Moscow faces growing 
pressure to devalue 

Tbe Russian government came 

the weekend as leading trade union oflfaak 

financier pubfldy suggested that the rouble might 

° e jhe Russian authorities have been admit 
the rouble's exchange rate against the dollar, 
moil cunentiy rocking the country's financial systefft .. 

However, the government, atowdy 
of- confidence among foreign Investors, faced a fresh arrac* 
over the weekend as some domestic Interest groups 
suggested the rouble could be devalued. _ _ ■ 

The comments come on the eve of a vteft 
national Monetary Fund officiate. Moscow fa pressing mo w 
and the Group of Seven industrialised nations for a 

S15bn stabilisation fond to help rescue the rouble. 

Western investors are counting on the emergency package, 
but over the weekend a senior Kremlin aide warned that ins 
terms proposed by the IMF were unacceptable to Russia. JMh 
offictate have also warned that Russia may be asking for too 
much by ratefag hopes of a bJg bafl-out 
Boris Berezovsky, a finarK^-fomed-pofitician, who at wnes 
has enjoyed tremendous backroom influence In the Kremlin, 

yesterday said that a devaluation of the roubfe was “possi- 
ble", according to the Russian news agency Interfax. 

Chrystia Freeland, Moscow 

PAKISTAN BANK CONTROLS 


Doors open to foreign currency 

Banks in Pakistan open their doors to new deposits in foreign 
currencies today in the first sign of relaxation of tough con- 
trols, Imposed last month after the country's first nuclear 
tests. 

The tests were followed by a four-month state of emer- 
gency, which included a freeze on almost $11 bn deposited at 
foreign currency bank accounts across the country. 

The freeze was prompted by low official foreign exchange 
reserves of only about $1 bn. Bankers said the money depos- 
ited at local accounts had already been borrowed by the gov- 
ernment to meet its trade and current account deficits. 

The central bank decision to afioW new foreign currency 
accounts has apparently been prompted by fears that remit- 
tances from Pakistan's expatriate workers, which last year 
totalled about $1.4bn, may dry ip. 

The latest relaxation, however, does not allow depositors to 
withdraw money already deposited in bank accounts before 
they were frozen. Depositors are only allowed to withdraw 
from those accounts an equivalent amount In Pakistani rupee 
at a rate about 5 per cent higher than the official conversion 
rate. Banks are, however, allowed to open fresh foreign cur- 
rency accounts. Farhan Bokhan, Islamabad 

IONIAN BANK 

Six-week strike ends 

Workers at Greece’s state-owned Ionian Bank yesterday 
caled off a six-week strike after failing to reverse the socialist 
government's decision to sefl a 51.4 per cent stake under a 
fast-track privatisation programme. 

The sale was approved late on Friday by shareholders in 
Commercial Bank, Ionian's parent group, it wfll taka place 
next month through a tender offer on the Athens stock 
exchange. 

The union said it would continue to fight the sale through 
the courts, but would stop strikes. Most transactions at Ionian 
have been suspended since the strike started on May 8. The 
sale of Ionian was seen as a test of toe governmen t’ s deter- 
mination to push through reforms. Kerin Hope, Athens 


NIGERIAN POLITICS 
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Rulers may free Abiola 

A senior Nigerian government official said yesterday mflitary 
rulers had held talks with Moshood Abiola, toe detained presi- 
dential claimant, which had covered the possibffity of a condi- 
tional release. The official said there was a reel possibility that 
the talks could lead to freedom far Nigeria’s most prominent 
political prisoner if he gave up hes claim to toe presidency. 

“Negotiations with Chief Abiola begin on Tuesday and have 
reached an advanced stage ... He Is a very Important factor 
in the reconciliation _drive of this administration,” the official 
said. • 

The two members of toe military Provisional Ruling Council 
had met Mr Abiola at the mansion where he Is kept under 
heavy guard In Abuja, and had proposed a new start, forget- 
ting about 1993 elections which Mr Abiola had been poised to 
win. 

Opposition groups, largely confined to south-western 
Nigeria, say they wfll only be satisfied If Mr Abiola Is reteased 
to head a national unity government that will then organise 
fresh elections. Reuters, Abuja 


2000 OLYMPICS 

Budget cuts denied 

The heed of Australia’s organising committee for toe 2000 
Olympic Gaines admitted yesterday that toe committee was 
revfawfog Its financial position and might have to cut costs. 
But he denied reports that financial difficulties might force 
budget cuts and the removal of certain Olympic events. 

Media reports at toe weekend said the Australian dollar’s 
recent plunge and the impact of Asia’s economic crisis were 
threatening toe scale of Sydney’s Olympics. The organist 
committee had been unable to attract enough sponsors and 
was considering charging record prices for tickets, Jnciudtna 
at least AS1.500 (US$890) for the opening andctosfng*ca? 
monies, toe reports said. Sandy Hoflway, chief of the Svdnev 
Organising Committee for toe Olympic Games, denied anv 
events would be cut and said the committee was stifl ra&ria 

domestic sponsorship. Gwen Robinson, Sydney * 

CANA DIAN FISHING 

Aid package ‘insufficient’ 

35? Canadian government has announced a tona-awaitnri 

p 53 " 1 } to support east and west coast 

fisheries, but reapfents said the aid meoauas were in«arfw_ 
dentine torn CS700m is targeted to help out-of-work 
fishermen m Newfoundland find new eminent 
The east coast fishing Industry was devastated several 

*3^? to® 30 vemmant banned fishing criMheNo*, 
foundtand coast because scientists warned stocks 
aBy d^P^ The package would provide 

The p ackage is designed to replace a four-veer in 

insufficient. An adcStional CS400m wj(T pacte # e was 

turn EMM. Columbia's 

to protect stocks. Scott Morrison, Toronto™ 03 * ** r0dUced 
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Europe to set 
up its own air 
safety body 


By Mdmri SkapfcikBr, 




' i 


European Union transport 
“balaters have agreed to cre- 
sts a new Europe- wide air 
safety authority to match 
the US Federal Aviation 

Hie ministers, meeting 
last week in Luxembourg, 
expect the European Avia- 
tion Safety Authority (Easa), 
to be operating within two 
years. The derision follows 
years of demands from air- 
craft manufacturers for a 
sing le Eu ropean licensing 
authority to remove the need 
for manufacturers to go 
through the expensive and 
time-consuming process of 
winning approval from 
national bodies. 

However, Gavin Strang, 
the UK transport minister, 
who chaired the Luxem- 
bourg meeting, said Easa 
would have to prove itself 
before national authorities 
would agree to cede their 
regulatory powers to it. 

“Many people in the indus- 
try believe the goal should 
be to replace all national 
bodies," he said. “My own 
view is that Easa vrill have 
to win credibility. The UK 
authorities will want to be 
satisfied that the European 
organisation is operating at 
the highest level. We will 
want it to demonstrate that 


it’s sit least as good as our 
national authorities before 
we cede responsibility to it" 

The ministers did 'agree, 
however, that the new body 
should- include as many 
European countries as possi- 
ble. Germany had Initially 
resisted this, wanting mem- 
bership confined to EU 
states. The ministers have 
askpri the European Commis- 
sion to produce a draft 
treaty to establish Easa.' 

The new body will be 
based on the existing Joint 
Aviation Authorities (JAA), 
a European body which 
many in the industry regard 
as inadequate. Nefl ghmaric, 
the EU transport commis- 
sioner, said mTfigr this year 
“Despite the successes of the 
JAA, it has not produced the 
single system sought by the 
industry." 

Mr Kfrmock said the Com- 
mission’s consultation with 
the aviation industry and 
other interested parties had 
revealed they wanted Easa 
to be free from the 
day-to-day influence of Brus- 


Mr Klnnocfc said the Com- 
missi cm’s view was that the 
authority should take the 
lead "when joint certifica- 
tion is more efficient and 
less costly, and, when it is 
not, the authority should be 
able to oversee the action of 
Tiatfnmfli bodies." 


Swiss bankers’ $530m 
Holocaust offer fails to 
satisfy US claimants 

The initiative led by the head of Credit Suisse has only stirred up 
greater resentment against the Swiss. William Half reports 


R ainer Gut, the Swiss 
banker behind last 
week’s $530m offer to 
settle the class actions from 
US Holocaust su r vi v or s, has 
had his ups and downs in 
tiie two decades he has led 
Credit Suisse, the country's 
second biggest bank. But 
even he was probably unpre- 
pared for the scale of the 
negative reaction to the 
move. 

Alan Hevesi, the New 
York city comptroller who 
has co-ordinated the policy 
of. HE state wr> d Trrnnit -jp p i 
authorities towards sanc- 
tions an the banks, said at 
the weekend: “There's a 
great deal of anger hi Amer- 
ica at the failure of the Swiss 
government to meet Its 
moral responsibilities. X. 
believe the Swiss govern- 
ment have failed to make it 
dear . that the Swiss are not 
the victims here.” 

Rabbi Marvin Hier, dean of 
fha Los Angeles-based sfaww 
Wiesenthal centre, accused 
the banks of not being seri- 
ous. His studies show $442m 
was "plundered” by the 
banks over 50 years. With 
interest it would now be 
worth HSbn. 

Lawyers far the claimants 
said their clients would not 
accept the offer. Gisella 


Welsshaus, -the Holocaust 
survivor who filed the first 
lawsuit against the Swiss 
banks in New York, said she 
was “very upset". 

Edgar Bronfman, presi- 
dent of the World Jewish 
Congress (WJQ and the man 
who began the campaign 
against the Swiss banks, has 
mentioned J3bn as the sort 
of sum which would proba- 
bly end the 03 class actions. 

MT Gut’s dftrtqirfy i to take 
the lead in responding to the 
attacks on the, conduct of the 
Swiss banks during the seo- 


Many Swiss worry that the banks will 
make financial concessions which will 
rebound on the rest of Switzerland 


and world war partly reflects 
Credit Suisse's particular, 
vulnerability. It owns Credit 
Suisse First Boston, one of 
the top five US investment 
hamTtw, which has the most 
to lose from threatened US 
boycotts if the negotiations 
collapse. 

- But CSFB's vulnerability 
is not the only reason Mr 
Gut is orchestrating the 
Swiss banks' defence. He is 
Switzerland's most senior 




banka - and, as a former part- 
ner of Lazard Erases in New 
York, he Is more attuned to 
the ebb and flow of interna- 
tional op inio n than other 

SWiSS frarik rfmtrnwp , snrh 

as UBS’s Robert Studer, 
whose Insensitive descrip- 
tion of the rise of the 
unclaimed bank accounts as 
“peanuts", did much to 
frrfiiyH TA the debate. 

Mr Gut persuaded Paul 
VolckEx, a fallow director of 
Nestle, the Swiss consumer 
food group, to take on the 
job of searching Swiss hanks 
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for unclaimed bank 
accounts. When this was 
deemed insufficient, he 
floated the idea of establish- 
ing a h u man i tarian fund to 
provide speedy help for 
needy Holocaust victims. 
The banks contributed 
SFrlOOm (g67.5m) and the 
SFr275m fund was seen as 
an interim payment until 
the unclaimed accounts 
found by Mr Volcker were 
paid out. 


However, the pres sure for 
same form of extra repara- 
tions has continued to 
mount and so has Swiss 
domestic resistance to ex to- 
nal pressure. The Swiss 
National Bank, whose behav- 
iour during the war was 
even more questionabl e than 
that of the Swiss commercial 
banks, repeated last week 
that it no intention of 
negotiating an out-of-court 
settlement of the threatened 
US class actions it faces 
because of its wartime gold 
transactions with Germany. 

Many Swiss believe that 
the Swiss banks should 
adopt an equally robust 
stand. They are worried that 
in their desperation to sort 
out their own problems, the 
hanirc win make financial 
concessions which will 
rebound an the rest at Swit- 
zerland. The central bank 
and Swiss insurance compa- 
nies are already under 
attack, and Swiss industrial 


companies such as Alu- 
suisse-Lanza. which profited 
Beam German slave labour, 
and Oerlikon-Btlhrle, which 
supplied weapons, could be 
next inline. 

If the Swiss banks are to 
resolve their US legal night- 
mare it will need the 
endorsement of the govern- 
ments of the US, Israel and 
Switzerland. But the more 
the hanks offer, the less win- 
ing the Swiss government 
will be to give its blessing. 

Mr Gut has stressed that 
the banks will only agree to 
a “solution which scarves our 
interests and those of our 
country". He does not regard 
a settlement as an Mrimteaio n 
of guDt but the result of an 
objective analysis of the 
repercussions of tortuous 
legal proceedings and the 
consequences of possible 
sanctions or years of bad 
publicity. 

The banks' final offer is 
less than &5 per cent of the 


combined stock market capi- 
talisation of Credit Suisse 
and the new UBS, which is 
merging with Swiss Bank 
Corporation, the smallest of 
th p three. Given b^lio*^ 
of dollars that have been 
added recently to the stock 
market value of the Swiss 
banks, and the that 

they have written off over 
the last couple of years to 
restructure their businesses, 
|530m does not seem overly 
generous. 

However, Mr Gut insists 
that it is not a rightfag shot 
but the final offer. “There is 
no one who knows what the 
right ablution is. But we are 
confronted with a problem 
and we have to deal with it 
now. It is easy for other 
people to have an opinion. 
But they are not being put to 
the test of accepting respon- 
sibility which we have to 
do". 

Additional reporting by John 
Anthers in New York 


Internet shopping likely to provide boost for cable TV 


By Man Caw 
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Europe's cable television 
operators should benefit 
most from the growth of 
electronic commerce In the 
home as television sets, 
internet telephones and in- 
w store kiosks replace the per- 
“ sonal computer as the 
domestic shoppers’ "window 
an the web", a study says. 

The London-based consul- 
tancy Phillips Tarifica 
argues in its study that esti- 


mates of the growth of 
e-commerce - buying and 
selling over the internet - 
based an today's patterns of 
use are misleading. . . 

Internet users today,. it 
says, are technology enthusi- 
asts who are prepared to put 
up with - or even enjoy - 
the difficulty of getting 
access to and . finding their 
way around the net "The 
people now an the net are 
not the real marketplace,” 
says Sheila Moorcraft, (me of 


the authors of the study. 

The frnplteatinn is that the 
market could be even larger 
than estimated if it can be 
made to appeal to people 
who are not computer-liter 1 - 
ate. Otherwise it will ranam 
limited only to those who 
like playing with computers, 
a very much smaller num- 
ber. 

She argues that e-com- 
merce is currently being 
driven by companies with a 
bias , towards technology 


telecoms operators, internet 
service providers and so on. 
In future, however, the direc- 
tion and volume of market 
growth will be driven by the 
attractiveness of the content, 
the ease of use and cost and 
accessibility. . 

The essential argument in 
the study* is that while 80 
per cent of shopping is dime 
by women, 80 per cent of 
internet users are men. 
Shopping on the internet 
will take off when the rnmms 


are found to wnafa» it a plea- 
sureable and social activity. 
The authors liken this to the 
electronic equivalent of a 
“Tnpperware" party. 

A ccording to another sur- 
vey, by the consultants 
AT. Kearney, ntnw out of ten 
business leaders across the 
world now believe informa- 
tion technology and data 
management is essential to 
the success of their business. 

Corporate growth, top of 
the list just two years ago. 


has now slipped behind 
internal reorganisation, busi- 
ness re-engineering and per- 
sonnel wanagPtupff l 
The proportion of senior 
managers emphasising IT 
has almost doubled since 
1996 when the consultancy 
last carried out the survey. 
Even more remarkable, most 
Hgpinr executives now nfarm 
to understand the technol- 
ogy: “More and more chief 
executives and senior execu- 
tives are claiming a good 


working knowledge of tech- 
nology and they spend an 
increasing amount of time 
leaning more about it,” 
AT. Kearney says. 

One-quarter of the execu- 
tives questioned said their 
companies' current success 
was tiie result of using tech- 
nology efficiently. More sig- 
nificantly, almost six out of 
ten- said a failure to keep 
pace with IT led to competi- 
tive disadvantage, with 13 
per cent predicting bank- 


ruptcy as a possible out- 
come. 

The greatest impact on 
business was expected to 
come from the internet and 
Intranets, company-wide 
communications systems 
using internet technology. 

The Kearney survey cov- 
ered 213 board-level individu- 
als from U industries in 20 
countries. 

"European Consumers on die 
Internet, Phillips Tarifica, 
£895, Tet+44 171 440 6520. 
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the future with Eurex: 


IQWjQnes |. 

50 indices 


On 22 June 1998, Eurex - the joint trading platform of the Swiss 
Options and Financial Futures Exchange (SOFFEX) and of DTB 
Deutsche TerminbSrse (now Eurex Germany) - will introduce four 
new contracts: a future and an option on both the Dow Jones 
STOXX* 50 and the Dow Jones Euro STOXX* 50. The underlying 
equities of the Dow Jones STOXX* 50 are 50 European biue chips. 
The Dow Jones Euro STOXX* 50 covers 50 blue chips in the 
Eurozone. Their focus on a selection of broadly capitalized and 
liquid equities makes the indices easily replicable. The new deriva- 
tives on the Dow Jones STOXX* 50 indices will initially be cleared 
in ECU and then converted 1:1 to euro with the launch of the 
European Monetary Union. 

Initial trading will be handled in Frankfurt by Eurex Germany, 
formerly DTB, and via Eurex starting in the autumn of 1998. Eurex 
stands for a unified trading environment with a worldwide presence 
through local access points, a broad and attractive range of products, 
high liquidity, transparence, efficiency and security in trading and 

settlement 


Information is available by polling fax +49-4122-98 44-596 or on 
the Internet at wvrw.eurexchange.com. 

Em*" S i fsghamd trademark of Eun* Zurich AG. 
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Maystadt calls for revitalising of key IMF committee 


By Robert Chote, 

Economics EdHor 

Tbe International Monetary 
Fund's key minwtff hi com- 
mittae has to be revi talised 
in the wake of the Asian 
financial crisis, according to 
its outgoing chairman. 

Philippe Maystadt, who 
has chaired the IMF's 
“interim” committee since 
1993, stepped down on Fri- 


day when he resigned as Bel- 
gium's finance minister. He 
is taking the presidency of 
Belgium's French-speaking 
Christian Democrats in the 
run-up to next year's general 
election. 

"I have tried several times 
to revitalise the interim com- 
mittee," he told the FT. “It 
would be useful to address 
this issue again, as part of 
ongoing efforts to improve 


the functioning of the inter- 
national monetary system." 

The interim committee 
comprises 24 finance minis- 
ters, representing single 
countries or constituencies 
of countries covering all the 
IMF's 182 member-natians. It 
is not formally a policy-mak- 
ing body, although its two 
meetings a year-guide the 
day-to-day activities of the 
IMF's executive board. 


Mr Maystadt believes one 
way for the committee to be 
mare effective would be for 
it to establish working 
groups if particular Issues 
appear to be “very complex 
and difficult to solve”. 

Policy-makers and 
national experts could bring 
ideas to these groups, devel- 
oping a better understanding 
of how the international 
monetary system works. 


“This would be a way for 
the Fund's members to play 
a bigger role in finding solu- 
tions to difficult problems, 
and in relieving some pres- 
sure on the Fund stall, 
which cannot be expected to 
have answers to all prob- 
lems,” Mr Maystadt said. 

Making- membership of 
these working groups mirror 
the interim committee would 
ensure they enjoy legitimacy 


as representatives of all 
nations. 

Snmo mnrrt-ri<x a TP ovef- 

raprasented in ad hoc com- 
mittees and existing interna- 
tional bodies. 

Working groups would 
also be able to reflect on 
issues that cannot easily be 
tackled in the IMF, for 
instance when they go 
beyond the scope of its for- 
mal responsibilities. “By 


creating a working group to 
address these issues, it 
might be possible to avoid 
thorn not bong discussed at. 
all,” Mr Maystadt said. 

Mr Maystadt's comments 
complement proposals made 
by Mi r-hrii Camdessus, the 
IMF’s managing director, 
ahead of the Group of Seven 
s um m it fix May. He argued 
that the interim committee 
could become the formal pol- 


icy-making council envis- 
aged in the organisations 

articles of agreementa^ 
that it could meet at b»ads- 
of-govemment level once 
erory two years. 

The proposals axe a 
response to criticism of 
IMF’s lack of P° U £cal 

accountability, whichtave 

been voiced in the wake of 
its' handling of the Asian 
fhmnflifll crisis. 


DEVELOPMENT TAL KS NORWEGIANS ESTIMATE IRANIAN RESERVES OF_480bn J3ARRELS_ _ 

Saga plans Iran oilfield deal 


By Tie But in Stockholm 

Saga Petroleum, Norway's 
largest independent oil pro- 
ducer, is considering plans 
to develop oilfields in Iran 
following signs of a thaw in 
US- Ir anian relations and last 
month’s US decision to lift 
the threat of sanctions 
against European companies 
investing in the Is lami c 
republic. 

The Norwegian group yes- 
terday said it was in talks 
with the National Iranian 
Oil Company, the state-con- 
trolled exploration and pro- 
duction group, concerning 
projects aimed at exploiting 
untapped Iranian reserves. 

According to senior Saga 


officials, Iran boasts a 
reserve base eight times 
larger than the estimate for 
the Norwegian shelf. On a 
conservative calculation, 
that would mean a total 
reserve or about 480bn bar- 
rels of oil equivalent. 

“No Norwegian or interna- 
tional restrictions prevent 
Saga from becoming 
involved in I ranian oil activi- 
ties, and the Norwegian 
authorities have recently 
been informed of Saga's 
plans,” said Lars Bjerke, 
executive vice-president 

The company’s approach 
follows similar moves by 
Total of France, which last 
year led a consortium that 
signed a $2bn deal with Teh- 


ran to develop two offchore 
projects in the gas-rich 
South Pars field. 

British Petroleum and 
Shell have also made over- 
tures towards Tehran, 
although both have been 
anxious to placate US politi- 
cal Interests in the region. 

Saga yesterday said it was 
starting to evaluate “con- 
crete activities” in Iran. 

The announcement has 
been timed ahead of a con- 
ference next month in Lon- 
don, where an Iranian dele- 
gation led by Seyyed Mehdi 
Hossaini. the country’s dep- 
uty oil minister. Is expected 
to unveil tenders for new on- 
shore and off-shore oil pro- 
jects. 


Government officials in 
Oslo, however, have advised 
Saga to proceed with caution 
and reminded the company 
of Its concern over the Ira- 
nian record on human 
rights. 

Saga - which already has 
a production presence in 
Libya - said it was aware of 
United Nations reports of 
human rights violations in 
Iran and the continuing 
death sentence against Sal- 
man Rushdie, the UK-based 
author. “The company 
believes, however, that 
increased political and ect> 
nomic relations with Iran* 
win contribute to the posi- 
tive developments In the 
country.” said Mr Bjerke. 



Jerusalem expansion approved 


By Art MachBs in Jerosataa 

Israel Ignored US protests 
yesterday and approved a 
plan to strengthen its con- 
trol over Jerusalem by 
expanding jurisdiction of the 
city's municipality to 
include several Jewish set- 
tlements nearby in the Israe- 
li-occupied West Bank. 

The Israeli plan stopped 

short Of annsring the West 
Bank settlements. But Pales- 
tinian officials and the US - 
in an unusually harsh state- 
ment - condemned the plan 
as provocative. 

At the weekend, Madeleine 
Albright, US secretary of 
state, telephoned Benjamin 
Netanyahu, Israeli prime 
minister, to object to the 
Jerusalem plan. 


Before Israel's cabinet 
adopted the plan, James 
Rubin, the US State Depart- 
ment spokesman, said the 
“provocative” step “under- 
mines any of trust and 
confidence between the par- 
ties”. 

Mr Rubin said it was 
“unfathomable” to the US 
that Israel would push the 
plan through now “given the 
sensitivity of the current 
moment”. 

The move Is expected to 
complicate US efforts to 
negotiate a deal on an Israeli 
troop withdrawal from the 
West Bank aimed at reviving 
the stalled peace process. 

Benjamin Netanyahu, 
Israeli prime minister, 
insisted the plan did not 
breach peace accords agreed 


in Oslo and was only meant 
to streamline municipal 
expenditures. “There is no 
change In the status of Jeru- 
salem,” he said. 

But Palestinians said the 
decision was the first step 
towards anmgripg the settle- 
ments and linking thwn to 
east Jerusalem, which they 
hope will become capital of a 
future state. 

Israel and the Palestinians 
have agreed to negotiate the 
status of east Jerusalem - 
which Israel captured and 
annexed in the 1967 Arab-Is- 
raeli war - in talks on a per- 
manent peace agreement. 

Saeb Erekat, chief Pales- 
tinian peace negotiator, said 
the plan was a “declaration 
of war" and would “bum the 
bridges that wTQ take us to 


permanent status negotia- 
tions”. 

Under the plan, greater 
Jerusalem’s new “umbrella 
municipality" will be 
empowered to approve build- 
ing plans for the settle- 
ments. 

Ehud Olmert, Jerusalem’s 
rightwing mayor, is a 
staunch supporter of Jewish 
settlement ex pansion. 

Jerusalem's municipality 
will also annex suburbs to 
the west, within Israel's 
recognised borders, boosting 
the city's Jewish population. 
Hundreds of Israeli peace 
activists and residents of 
these suburbs who do not 
want to relinquish control of 
their towns to Mr Olmert 
demonstrated yesterday 
against the plan. 



A woukMw voter holds up Ms chid aa a Colombian aokSar a a arefma him near a polling station at Sopo, 90km from Bogota Ftei 

Guerrillas launch offensive as Colombians vote in presidential election 


Colombia's leftwing guerrillas 
launched an offensive over the 
weekend to try to scupper 
yesterday's presidential 
elections, Adam Thomson 
reports from Bogota. 


Guerrillas bunt dozens of 
buses and trucks throughout 
the country, causing almost 
total paralysis In some areas. 
General Manuel Jos6 Bennett 
armed tomes commander. 


said voting would not be 
affected. 

As voting stations opened 
yesterday Andris Pastrana, 
the Conservative candidate, 
had dosed the minimal gap 


with his rival, the populist 
Liberal candidate Horatio 
Serpa, according to opinion 
palls. Both candidates have 
promised a peace agreement 
to end 35 years of bloodshed. 


GM strike’s ripples spread 


Move into the global village now 



Suppliers are. 
shedding workers 
as the carmaker’s 
stoppages hit hard, 
writes Nikki Tait 

T he timing of two 
strikes In Flint, Michi- 
gan, which have crip- 
pled production at General 
Motors, the largest US car- 
maker, could not be worse 
for American Axle, one of 
Detroit's biggest car parts 
manufacturers. In late May, 
just 10 days before the first 
GM stoppage, the company 
filed to float its shares on 
the stockmarket 
Today, as the strikes head 
Into their third full week, 
about 1,800 workers have 
been laid off while the com- 
pany’s Detroit plant Is 
closed, and perhaps a further 
1,000 in Buffalo, New York, 
according to union esti- 
mates. In total, American 
Axle employs about 8,500 
workers. 

There is irony in this. 
American Axle's plants were 
actually owned by GM until 
1993, when the carmaker - 
in its quest for more efficient 
sourcing - sold them to a 
team of motor executives 
and local investors. Today, 


the company is controlled by 
the Blackstone Group, the 
New York-based Investment 
hanking firm ft itoHnwi to 
speculate an what the cost of 
the strikes might be: “We 
are just staying very quiet," 
It says. 

Bat if American Axle is an 
extreme nmwp w of ™ rip- 
ple effect from the GM 
strikes - it still supplies 90 
per cent of its output to the 
US carmaker — the mtor sce- 
nario is being played out, 
with different variations, 
across the US. 

Parts makers, many of 
which have built dedicated 
plants close to GM assembly 
Operations to meet the car- 
maker's “just in time” 
requirements, are increas- 
ingly being farced to close 
facilities. As a result, thou- 
sands of workers uncon- 
nected to GM itself are being 
laid off 

For example, Lear Capo- 
ration. one of the Mg suppli- 
ers of seating and interiors, 
has now closed down seven 
facilities in North America - 
from Texas to Canada - 
sending home 1,700 people. 
All these facilities. It says, 
are dedicated GM plants, and 
as GM assembly facilities 
grind to a halt, the toll could 
mount further. About 27 per 


cent of Lear's total output is 
taken by the US carmaker 

worldwide. 

At Johnson Controls, the 
Milwaukee-based company 
which vies with Lear for 
leadership in. the seating and 
interiors business, the situa- 
tion is slightly less grave. 

Six hundred workers had 
been laid off with two seat- 
manufacturing plants closed. 
This is partly due to the 
small proportion of group 
sales taken by GM, about 11 
per cent worldwide. 


H owever, the com- 
pany said it had 
managed to redeploy 
some employees around its 
Holland, Michigan, plants, 
and was also using the dis- 
ruption to carry out training 
at its Indiana seat-system 
plant 

But analysts point oat that 
if the strikes persist the rip- 
ple effects will almost cer- 
tainly magnify, as compo- 
nent suppliers farther down 
the supply chain are hit As 
many as 400 separate suppli- 
ers could eventually he 
affected. 

This lagged effect is home 
out by Barg-Waraor Automo- 
tive, tiie Chicago-based parts 
company which makes com- 
ponents. Although about 17 


Battle over tax cuts knocks 
the Republicans off balance 

White House enjoys the spectacle as the party fells out over 
implementing an agreement it once hailed, writes Mark Suzman 


To succeed in today’s global markets you need to move fast 


Regus are changing the way people work by 
providing folly furnished, staffed and equipped 
offices on flexible terms in almost ZQQ prime 
locations worldwide. Which means your business 
can be in the right place at the right time with 
the flexibility to respond to a changing business 
environment, fast. 

“By relocating to Regus we were able to make 
more efficient use of office space, while 
enjoying the flexibility to downsize, upsize or 
even relocate completely in fine with future 
changes in our business” 

Richard Gwyther, Microsoft 


Instant infrastructure, leading edge technology 
and a professional working environment, tailor 
made to your changing business requirements. 
You can upsize, downsize or relocate completely. 

Regus deliver a total office solution with fimited 
lability, at a cost that shows upto a 66% saving 
on traditional office leases - that's got to be 
good news In any language. Make Regus part of 
your global strategy. 


Instant Offices Worldwide 


Call now on 0500 522 533 www.regus.com 


A fter the unusual bonho- 
mie that characterised 
last year’s historic bal- 
anced-budget agreement 
between the White House 
and Republicans, thin year's 
budget debate has a reassur- 
ingly familiar ring. “I am 
dead set against cuts of this 
magnitude," thundered one 
senator after Republicans in 
the House of Representatives 
this month approved a 
Sl,720bn budget blueprint 
that calls far SlOibn In tax 
cuts over the next five years. 

But appearances can be 
deceiving. Urn speaker was 
not, as In budget battles 
past, a Democrat but Pete 
Domenid, Republican chair 
of the Senate budget com- 
mittee. Together with other 
moderates in the party, he 
has roundly condemned the 
House proposal as excessive. 
The Senate has already 
approved a separate plan 
that would only provide fin: 
J30bn in tax cuts. That has 
raised the prospect of a 
messy. Internecine battle 
between different wings of 
the Republican party, tew- 
ing the White House quietly 
enjoying the spectacle from 
the sideline. 

The origins of the dash he 


In the balanced budget 
agreement itself. That deal - 
hailed at the time by Repub- 
licans as the culmination of 
their long battle for fiscal 
responsibility - set out a 
series of budget guidelines 
for the future designed to 
ensure long-term probity in 
govanmect spending Those 
have served as the broad 
mnrioi for Mr Domenid ‘s pro- 


But with tax revenues 
soaring and the budget sur- 
plus arrived at a year earlier 
than expected, rightwing 
Republicans now Insist on 
frying to give more money 
back to the taxpayer. They 
hope to end the c on txover- 
gfal “marriage penalty” - a 
portion of the tax code that 
forces some married couples 
tO pay highar fanny than if 
they were single. And with 
John Kasich. the fiery 
Republican congressman 
who is chief author of the 
House bm, hoping to use the 
issue to raise bis national 
profile ahead of a possible 
presidential bid in 2000, 
there is little room for com- 
promise. 

“This la somewhat unique 
in the history of budget 
process,” says James Thur- 


ber, director of the Center 
for Congressional and Presi- 
dential Studies at American 
University. ”1 can’t think of 
a previous time when any- 
one has tried to use the bud- 
get as a platform far their 
presidential ambitions, and 
it’s difficult to see what the 
outcome win be." 

A t least one consequence 
is already evident: the 
lack of a joint House 
and Senate budget deal has 
forced the various appropria- 
tions committees in both 
Houses to begin delibera- 
tions on detailed spending 
proposals for next year with- 
out a formal budget frame- 
work. 

For practical purposes, 
they are relying on the 
guidelines set In last year's 
budget as a framework, but 
the broader debate remains 
unresolved. 

With Republicans wanting 
to use most the surplus to 
pay off government debt and 
Mr Clinton insisting it 
should be kept to bolster 
social security, implement- 
ing Mr Kasich’e budget 
would require some hefty 
spending cuts. But both 
Democrats and moderate 



per cent of its sales ulti- , 
mately go to GM, It says ity 
has not suffered signifi- 
cantly to date. 

“The' people who ship 
directly to GM plants were 
the first affafttwy We ship a 
lot to the engine and trans- 
missions suppliers,” It com- 
ments. But, it goes on to 
warn: “Well probably have 
to start looking at contin- 
gency plans this week.” 

How much this will cost is 
an unanswered question. If 
the Flint strikes last until 
the end of the month - and 
this seems likely - some 
analysts suggest the lost pro- 
duction at GM . itself could 
total $L5bn. But so far. Wall 
Street analysts have been 
reluctant to adjust their serf 
and quarter and 1998 earn-' 1 
togs forecasts for either the 
carmaker itself or Its big 
suppliers, according to the 
Boston-based First Call 
research firm. 

Charles Hill, research 
director, speculates that this 
is partly because of the 
open-ended nature of the 
strike, and possibly because 
of some ambivalence over 
the extent to which strike-re- 
lated losses will be treated 
as one-off items. What every- 
one knows is that the hoi 
will be big. 


Republicans remain largely^..- ( ' 
unwilling to contemplate 
using savings from areas 
such as t he Medicare health 
programme that its imple- 
mentation would require. 

Both Trent Lott, Senate 
majority leader, and Newt 
Gingrich. House speaker, 
have said they expect a final 
compromise figure of ffflbn- 
fTOhn in tax cute over five 
years, which would effec- 
tively split the difference 
between moderates and con- 
servatives. Nevertheless, 
rightwingers in both the 
House and Senate have 
already announced their 
implac able opposition to any 
compromise resolution that 
does not match the House’s 
tax cut package. 

With so much confusion!,'" t . 
and so little legislative time " 
tet to resolve it before mem- 
beas go home to begin cam- 
paigning for re-election in 
November, it remains 
unclear what will happen. 

Even though nothing fa 
tikaly to be done before the 
Jtfy 4 holiday recess, both 
sites say publicly they an 
sffil confident an agreement 
will be worked oat 

But privately some observ- 
er now admit that Congress 

could end up taking the 
unprecedented step of 
Wpnrfog all the indivktaS 
appropriations MB tonS 
without ever-taSS 

swws as 
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TO MAKE A LONG STORY SHORT. 


From the 22nd of June 1998, GEC ALSTHOM has a new name: ALSTOM. 


But this is just another step in a long story. Behind 


our new identity, is a new Company with a new 


STATUS, LISTED IN PARIS, LONDON AND NEW YORK. 


Today, millions of travellers use 


trains built by ALSTOM. Millions of 


homes are ur. and industry powered, 
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JUST THE BEGINNING. THE NEWAOT0M7 


BRAND WILL REPUVCE ALL THE NAMES USED 


by the Company. Anticipating tomorrow's 


TRENDS TODAY AND STRENGTHENED BY THE 


RECENT ACQUISITION OF CEGELEC, ALSTOM 


WILL CONTINUE TO OFFER ITS CUSTOMERS ADVANCED 


AND LONG-LASTING SOLUTIONS. 


WWW.ALSTOM.COM 



GEC ALSTHOM BECOMES ALSTOM. 
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Tax authority accused of blurring crime issue 


■*AiiKb* 

The Confederation of British 
Industry, the UK’s biggest 
employers’ lobby, has 

aCCUSed the new chairman of 

the Inland Revenue - the 
UK tax authority - of blur- 
ring the distinction between 
legal tax planning and illegal 
tax evasion. It fears the Rev- 
enue may be planning an 
aggressive campaign against 
multinational companies. 


Nicholas Dee, chairman of 
the CBTs taxation commit- 
tee, is to seek a meeting with 
Nick Montagu, Revenue 
chairman, over remarks 
made in an interview with 
the Financial Times in 
which he compared tax 
crime to drug trafficking, 
prostitution and protection 
rackets. 

"It is always easy to hit 
multinationals as they are 
part of the demonology of 


tax avoiding, anti -social and 
cold-hearted business rather 
than one of the engines of 
International trade and 
global economic growth,” 
said Mr Dee, whose commit- 
tee represents UK and over- 
seas multinationals, 

Mr Montagu expects to 
annnuna* details Qiia sum- 
mer of an initiative bringing 
together leading fiscal 
authorities - including the 
US - to crack down on big 


company tax evasion as well 
as avoidance schemes that 
can reduce global tax bills to 
virtually zero. 

Tbe Revenue and other 
leading tax authorities are 
under increasing pressure to 
maximise tax revenues and 
as a result are Focusing on 
tbe grey area between illegal 
tax evasion and legitimate 
twT planning as well as the 
outright use of m ultinational 
structures to hide crime. 


"It is regrettable that Mr 
Montagu does not distin- 
guish clearly between tax 
evasion, which is illegal, and 
tax planning, which may be 
undesirable to tax authori- 
ties but is perfectly legal and 
normal,'' Mr Dee said. 

Tbe CBI is also concerned 
that Mr Montagu's plans - 
prompted by an agreement 
reached at the recent GS 
summit In Birmingham - 
appear to have been 


prompted by the develop- 
ment of global electronic 
c ommer ce and its perceived 
threat to the integrity of 
national tax regimes. 

"Electronic commerce, as 
such, has nothing to do with 
tax evasion or w iwiruiiity w 
said Mr Dee. 

“Tbe real answer here is to 
properly address the roots of 
the black economy, not to 
hinder modem methods of 
doing business,” he added. 


Hie CBI wants to counter 
the idea that companies 
often behind complex 
fi nancial str u c t u r es and net- 
works. of subsidiaries to 
evade or avoid tax. 

"Many complex financial 
structures are designed to 
meet otherwise intractable 
tax lam ps or other govern- 
ment regulations which 
bumness could wen do with- 
out in the first placei” said 
Mr Dee. *’ 


London airport takes the fast route to overcome traffic congestion 


Heathrow rail link will help restore the convenience of air travel, writes Charles Batchelor Heathrow Express 


F ifty-two years after it 
first opened, Heathrow 
airport, the busiest in 
Europe with 58m passengers 
a year, will tomorrow gain a 
dedicated fast rail link to the 
centre of London. 

The £44 Om Heathrow 
Express service will carry 
passengers the 17 miles to 
Paddington station in air- 
conditioned trains at speeds 
of up to lOOmph. The jour- 
ney time of 15 minutes com- 
pares favourably with the 
Underground railway jour- 
ney time of about 50 minutes 
and a peak-hour taxi journey 
time of one hour. 

Heathrow will join the 
growing number of airports 
worldwide that are budding 
rapid rail connections to 
overcome the increasing con- 
gestion on road links. Air 
travellers on short-haul 
flights have grown disen- 
chanted with taking as long 
to reach the airport as they 
spend In the air. 

Hong Kong's new Chek 
Lap Kok airport will open its 
Airport Express link early 
next month, while Olso’s 
new Gardermoen airport will 


have a 33-minute city centre 
connection provided by 
l2Smph tr ains when it opens 
in October. 

In the UK, the government 
this week gave its backing to 
the construction of a £35m 
(857.4m) extension to Lon- 
don’s Docklands Light Rail- 
way so it can provide a 
direct connection to London 
City Airport by 2004. 

Removing traffic from air- 
port approach roads not only 
speeds up the journeys of 
travellers who have no alter- 
native to the car. It also 
allows airports to show they 
are good neighbours to 
increasingly vocal E rrai T ti of 
local residents and environ- 
mentalists. 

BAA, the airports opera- 
tor, which has financed and 
will operate Heathrow 
Express, aims to have 50 per 
cent of people travelling to 
Heathrow using public trans- 
port within a few years, up 
from 34 par cent now. 

One of the challenges fac- 
ing airport operators such as 
BAA has been to persuade 
international travellers that 
taking the train will be an 


enjoyable experience. For 
many the image of rail 
travel is of dirty, unreliable 
trains. 

To overcome this, Heath- 
row Express commissioned 
futuristic trains from Sie- 
mens of Germany, featuring 
wide doors and capacious 
luggage racks in full view of 
passengers. Staff have been 
recruited from the airline, 
retail and hotel sectors as 
well as the railways, and 
even drivers will be expected 
to spend 25 per cent of their 
time in direct contact with 
passengers. 

TV monitors will provide 
travel information on the 
trains, while check-in facili- 
ties will be available at Pad- 
dington. 

A single standard ticket 
has been priced at £10. rising 
to £20 for a first class seat. 
These fares have been 
pitched at a level intended to 
appeal to the travellers who 
would otherwise have taken 
a taxi or used their own car, 
without targeting existing 
users of public transport 

BAA intends Heathrow 
Express to be profitable. 


After losing about £30m after 
interest and depreciation on 
revenues of £45m in year 
one. by 2001 it is expected to 
break even on revenues of 
£84UL 

The Heathrow link is 
BAA's first move into run- 
ning trains, bnt it is working 
on plans for a second link to 
London St Pancras. In the 
longer term it is looking at 
direct links with the north 
and west of England. When 
Tony Blair, the prime minis- 
ter, cuts the ceremonial 
ribbon on Tuesday, he will 
bring to an end more than a 
decade of planning and the 
uncertainties caused by the 
privatisation of British Rail 
and a tunnel collapse under 
Heathrow’s main terminal 
that delayed construction by 
several months. 

But he will also inaugu- 
rate the airline industry's 
first attempt to regain some 
of the initiative it has lost to 
high speed tr ains over the 
past 20 years. Reducing the 
city centre to airport journey 
time will revive some of the 
original convenience of air' 
travel. 
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Suppliers of car 
parts warned on 
cost and quality 
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A third of UK car parts 
suppliers could face the loss 
of much of their bus i nes s 
over the next three years 
unless they act urgently to 
cut costs and improve qual- 
ity, warns KPMG, the 
accountancy finn_ 

KPMG’s international 
automotive unit says In a 
report today that spending 
on components by the world 
car industry could fall by a 
third in the West Midlands, 
affecting 700 car parts mak- 
ers. Tbe region accounts fcr 
a third of the UK industry, 
employing 75,000 people. 

James Bentley, KPMG’s 
European department chair- 
man, said companies which 
do not adapt or diversify will 
be taken over or driven out 
of business. “There’s no 
long-term future for busi- 
nesses that ignore tire way 
the industry is going.” 

KPMG talked to 30 "first 
tier” suppliers - companies 
that sen parts directly to car- 
makers - such as Lucas- 
Varfty and GKN. with a com- 
bined annual purchasing 
power of £L9bn, about their 
spending plans for the next 
three years. 

The accountants warn sec- 
ond and third tier suppliers, 
which provide components 


to tier one companies, risk 
losing many of their custom- 
ers. The warning follows 
similar reports recently by 
vehicle manufacturers, 
including Mercedes Benz 
and Agco, which owns Mas- 
sey Ferguson in Coventry' “ 

The report says interna- 
tional companies could cut 
their spending an businesses 
based in the West Midlands 
from 17 per cent of their 
overall spend to 12 per cent 
in 2000. This could see up to 
700 of the region's 2.100 sup- 
pliers losing their contracts. 

Global rationalisation 
am on g carmakers and sup- 
pliers means mare purchas- 
ing derisions are made out- 
side the region, so suppliers 
can no longer rely cm "senti- 
mental” local sourcing. The 
report finds that 42 per cent 
of first tier suppliers com- 
plain about the standard of 
material sold to them. 

The strength of the pound 
had more recently put pres- 
sure on first tier suppliers to 
purchase from overseas, in 
particular Latin America, 
India and Eastern Europe, 
Mr Bentley said. 

The region is particularly 
disadvantaged by the abun- 
dance Of smaller suppliers, 
which find It more difficult 
to offer economies of scale 
and often cannot offer inter- 
national service. 


N Ireland * ( 
unionist 
leader to 
play down 
divisions 

By .feny tons ^ Bertas* 

David Trimble, leader of 
Nbrtherfa Ireland's P^ 

British Ulster Unionist 
party, is today expected to 
play down divisions in w* 
party with a keynote speech 
to leading businessmen m 
Belfast ahead of the vote for 
the province’s new devolved 
assembly on Thursday. r ' 

Mr Trimble will appeal to ▼ (.. 
the broader electorate that 
voted by more than 70 per 
cent for tbe Good Friday 
agreement, pledging to take 
the peace process forward as 
chief executive of the future 
assembly on the basis of con- 
sultation and respect for 
democratic rights. 

He will seek to draw a firm 
linA under last week's House 
of Commons debate in Lon- 
don - in which opposition 
Conservatives and some dis- 
sident Ulster Unionists 
voted against the Northern 
Ireland sentences bill con- 
cerning the early release 
of prisoners - playing 
down his party's divisions 
on tbe extent to which the 
release of prisoner releases 
should be link ed to de- 
commissioning. C ( 

"We are planning a kind of 
stale of tbe nation address to 
locos people's minds,” said 
an adviser to Mr Trimble. 

The UUP leader com- 
plained at the weekend that 
his campaign had been 
TwirtOTmiTiHri by tbe media's 
c on ce nt ration on the parlia- 
mentary debate rather than 
3 ric manifesto. 

. Yesterday John Hume, the 
leader of the Social Demo- 
cratic and Labour party, the 
main " nationalist party, 
urged supp lie rs to vote tac- 
tically and block those who 
were trying to bring the 
agreement down. 

Under the proportional 
representation system that 
will be used on Thursday, ( 
the electorate can vote for * 
several -candidates from dif- 
ferent parties in order of 
preference. 

In effect Mr Hume is hop- 
ing his supporters and those 
of Mr Trimble will “transfer” 
votes between SDLP 
candidates and pro-agree- 
ment UUP candidates to 
counter toe electoral support 
for the Reverand Ian Pais- 
ley’s Democratic Unionist 
party and other unionists 
opposed to the Good Friday 
agreement 

Mr Hume fears that Mr 
Paisley is out to wreck the 
assembly, as he did in the 
early 1970s by blocking the 
Implementation of institu- 
tional arrangements for Ci .. 
greater cross-border 
co-operation. 

“Your transfer to other 
'Yes' candidates will keep 
the wreckers out of the 
future assembly . . . they 
are yesterday’s men," Mr 
Hume said in a campaign 
speech in Belfast 

The SDLP has rejected an 
approach from Sinn Ffiin, 
the political wing of the Irish 
Republican Army, to form 
an electoral pact, aiming 
i n s tead for what Mr Trimble 
has described as a majority 
block of "genuine demo- 
crats” committed to all 
aspects of the Good Friday 
agreement within the future , . 
lO&seat assembly. 1 ■ V 
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Call for changes to plan 
for power trading overhaul 



THE 737 


The 4,000th Boeing 737 has been ordered. It's one more milestone in the success of the most popular 
commercial Jetliner ever built. Since entering; service, the 737 fleet has carried over 4.3 billion passengers. 


equai to three-quarters of the world’s population. But what’s truly remarkable about the 737 is that it fust keeps getting 
better. The Next-Generation 737 has been certified to meet the highest standards of any aircraft in the world. To date, 
over 900 Next-Generation 737s have already been ordered, suggesting there ^ no end to what the 737 can accomplish. 
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By Andrew Taylor, 

UtSBtes Corraqjondant 

Plans to overhaul Britain’s 
complex electricity trading 
arrangements could face 
problems unless both cus- 
tomers and generators are 
required to honour bids to 
buy and supply power, 
according to electricity 
industry advisers. 

Proposals to introduce 
new bidding procedures in 
the national Electricity Pool 
which acts as a clearing 
house between generators 
and customers, were 
announced this month by 
Professor Stephen Little- 
child, the electricity industry 

regulator. 

Under new arrangements 
customers and generators 
would be able to bid supply 
and demand prices fnto a 
screen-based market up to 
four hours before power was 
required. 

Generators that failed to 
deliver agreed amounts of 
electricity would face finan- 
cial penalties because the 
grid would have to resched- 
ule another generator to 


make up the lost production. 
Generators are concerned 
that similar penalties may 
not he imposed on customers 
that fell to take power previ- 
ously agreed. 

The Electricity Pool 
review steering committee, 
winch represents generators, 
suppliers and customer 
groups, is concerned that a 
lack of firm customer bids 
-would make ft more difficult 
to match supply with 
demand.- 

Its says the new system, 
instead of reducing prices, 
could be more expensive if 
tiie market operator had to 
provide counter party insur- 
ance and compensation for 
generators for non-take-up of 
agreed power. 

Currently only g enera tors 
bid offer prices into the pool 
Instead of receiving their 
offer price, they get a market 
dealing payment based cm 
the highest bid accepted by 
the pool to meet all power 
demand In any half-hour 
period. 

Customer groups have 
criticised the present trading 
arrangements for giving too 


much price setting power 1 
large fossil feel fired gener 
tors. Three generator; 
National Power, PowerGe 
and Eastern Group, set poi 
prices more than 80 per cm 
of the time last year. 

The Energy Intensu 
Users Group, represents 
some of the industry's bi| 
gest . consumers, has tobbic 
hard for the introduction i 
customer Lids. 

It is concerned, howeve 
that industrial costs coul 
rise if its members face 
penalties when they wei 
unable to take as muc 
power as they had prev 
oosiy expected. 

Tbe pool review steeria 
“"““Bee is concerned tin 
physical transmissio 
restnc tions could impede tl 
operation of an open compe 
ftive tradmg market if ce 
higher cost power st 
tious have to run because i 
ihefc; geographic location. 

. pool which proposf 
to reorganise ^to an fad 

ES*®*** 1 “»M8ed organ 
seek to ma5» 
toe trading arrangemeni 
when they are introduced. 
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You really know a bank when you know its financial results. 


17.3 


14 


Dexia has subsidiaries and affiliates in 
14 European countries. 


542 


Freoch francs - dividend per share 
(excluding the tax credit} for 1997 proposed to the 
shareholders of Dexia France at the Annual Shareholders 
Meeting on May 19, 1998, op 10.2% from 1996. 


million mods - net income in 1997. 

Net income increased by 113% in French francs and by 
12.3% in Belgian francs. 


6 


55,8% 

operating efficiency ratio, a record and one of the lowest in 
the banking business in Europe. 


95% 


market share of Grid* Communal tie Belgique in 
Belgian public sector financing. 


billion etnas - shareholders equity in 1997 
(before allocation, including minority interests and 
general banking risks reserve}. 


CAC 40 


55.2 


billion French francs - stock market capitalization of 
the Dexia Group as of December 31, 1997. 


185,000 

million euros - total assets in 1 997. 
ranking Dexia among the top 25 European banks. 

732.7 


billion Belgian francs - total assets under manage- 
ment in 1997, up 23.3% from 1996. 


+ 10 % 


increase in dividend for Dexia France shareholders 
who have held nominative shares for two full years and kept them 
in this form until the date the dividend is paid. 


113.5 


billion French francs - new public 


Europe of more than 10%. 


stock market index • Dexia France is one of the forty leading 
stacks on the Paris Stuck Exchange. 


1st 


European banking group in the financing 
of public service facilities. 



47.8 


billion French bancs - total bond issues 
by Credit local de France 
in 16 different currencies in 1997. 


441 


billion Belgian francs - total loans to individual customers, 
small companies and the self-employed at the and of 1997, 
up 223% from 1996. 


660,8 

billion French francstt,D74.0 billion Belgian francs - 
total outstanding client loans at the end of 1997, 
reproseiding 50% of the groups assets. 


2,207 

raillion euros - net banking income in 1997. 


Dexia, the European banking group 
created by tbe merger of Credit local de 
France and Credit Communal de Belgique, 
reported total assets of 185 billion euros. 


at the end of 1997. Dexia is the European 
leader in the financing of public service 
facilities and is also active in commercial 
banking and asset management 


14.5% 


solvency ratio (Tier I and Tier II capital). 


i. 


1 1,000 

employees work for the group. 


42% 


martlet share of Credit local de France in the French 
local government financing sector. 


950 


brandies of Cr&dit Communal de Belgique 
to serve individual banking customers. 


million euros - operating expenses in 1997. 
The 0.7% decrease from 1996 
reflected effective cost control 


130 


Belgian francs - dividend per share for 1997 proposed 
to the shareholders of Dexia Belgium at the Annual Shareholders 
Meeting on May 13, 1998, up 11% from 1396. 


return on equity in 1997. This rate tnclodes 
the non-recurring capital gains from the sale of the equity 
Interest m Banque Brinctitas Lambert 


1,837.4 

billion French francs - total individual client investment products 
(deposits and savings bonds). 


BEL20 


10,3% 

solvency ratio - Tier I capital. 

48 


divisions and agencies of Credit local de France 
throughout France to serve local governments. 


stock market index - Dexia Belgium Is one of the twenty leading 
stocks on the Brussels Stock Exchange. 


ratings of Credit local de France and 
Crfdit Communal de Belgique by Standard and Poofs and Moody’S. 


453 


billion French francs - total client 
deposits at the end of 1997. 


160% 


growth in life insurance premiums in 1997, 
representing an increase In line with the groups 
bancassurance strategy. 


BANQUE 


http ://www. Dexia .com 
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PROFILE SUMNER REDSTONE, VIACOM CHAIRMAN 


Star of his own show 




John Gapper talks to the chairman of the US media company and finds 
his career would make good materia! for a Hollywood hit movie 


Sumner Redstone, the 
P 75-year-old chairman and 
main shareholder of 
Viacom, the US media company, 
is extolling the virtues of The 
Truman Story. He recites from 
memory reviews of the Em from 
bis Paramount studio about a 
boy who believes that the Em set 
on which he is bora and grows 
up is the real world. 

“Very difficult story, and Jim 
Carrey Is playing a serious role, 
so we worried about It” be says 
fondly, “Esquire calls it the 
motion picture of the decade! 
Time magazine says on the cover 
the hottest picture for the sum- 
mer* USA says once you see it 
you are never going to stop 
thinking about lt' n 

There is something of The 
Truman Story in the life and 
times of Sumner Redstone. As be 
talks of the way he built one of 
the largest media groups in the 
world from a family business 
that started with two drive-in 
movie theatres, it sounds like a 
pitch for a Hollywood movie. 

The tale Mr Redstone recounts 
Is of how a businessman let down 
by those around him, and sur- 
rounded by doubters, fought 
back. It has a happy ending. “We 
have a Blockbuster turnaround 
and the rest of our businesses are 
doing well so when you add that 
up, we have a really good story to 
tali." he says. 

Viacom, in which Mr Redstone 
holds a 26 per cent stake worth 
$s.5bn (£3. 3m), is less of a house- 
hold name than competitors such 
as Time Warner and Walt Disney. 
Yet Viacom, which started life as 
the cable arm of the CBS net- 
work, bolds some of the world's 
best-known media brands. 

It owns MTV and the children's 
channel Nickelodeon, which are 
probably the most valuable US 
pay-television networks, as well 
as the Paramount studio and 
Blockbuster, the video rental 
group. The latter were both 
acquired in 1094, in a move that 
loaded up Viacom with more 
than $llbn of debt 

The three years following were 
filled with co n tro v er sy and mis- 
hap, with Blockbuster’s results 
sagging after gaining a boost by 
acquisition accounting. In 


January 1996. Mr Redstone fired 
Frank Biondi. Viacom's chief 
executive, and took the helm, of 
Viacom himself In an effort to 
turn, thing s around. 

“As I like to tell It, after we 
parted company with BE Fields 
[the former chief executive of 
Blockbuster] I went down to 
Dallas and Z had a new job: run- 
ning Blockbuster. It was very 
easy to determine what was 
wrong there - everything was 
wrong.” Mr Redstone reminisces. 

“The stores were cluttered with 
retail merchandise. One of my 
gloomy days was to walk through 
six warehouses of junk that we 
could not sell. The advertising 
campaign was terrible: ‘One 
World of Entertainment,' what- 


can hire the same film from its 
stores at the same time. 

Viacom's debt has also fallen 
following the $4.6bn sale of most 
of its Simon and Schuster book 
publishing arm to Pearson, 
owner of the Financial Times, 
and Hicks. Muse. Tate & Furst, 
the US investment firm. All this 
has caused a re-rating of 
Viacom's stock by Wall Street 
analysts and investors. 

A sale of Blockbuster next year 
would not only leave the com- 
pany free of debt, but would help 
sharpen Viacom's focus. At times 
it has appeared more like a col- 
lection of assets acquired by 
happenstance than a business, 
but Mr Redstone emphasises 
the strength of its brands. 


Universal Studios, found- “My 
style is aggressive, very 
hands-on, very entrepreneurial 
My view is that if there are 
important problems I should be 
on top of them, and get them 
solved, sot put them on the shelf. 

“1 saw that style as somewhat 
different from Flunk’s. I am not 
denigrating Frank. He made a big 
contribution to our firm and I 
consider him as a friend.” he 


‘My style is aggressive, very hands-on, 
very entrepreneurial. My view is that if 
there are important problems, I should be 
on top of them and get them solved’ 


ever that meant. Everything was 
bad. There was a total loss of 
focus,” he says. 

Mr Redstone set out to change 
things, helped by Philippe Dau- 
man and Tom Dooley, the two 
Viacom vice-chairmen wbo act as 
his right-hand men. He started in 
one of his favourite roles, as the 
tough negotiator with a seem- 
ingly weak band, who skilfully 
finesses his business partners to 
emerge triumphant 

“Philippe was with me when I 
went out -to meet Time Warner. 
They kept raising the price of 
tapes until it got to $65 per tape, 
and I told the Warner guys that 
we could not pay that, and 
besides we did not have enough 
tapes.” he says. “They thought I 
was off the wall”. 

Mr Redstone and John Antloco. 
the PepsiCo executive he then 
hired to take over Blockbuster, 
eventually managed to sign 
revenue-sharing deals with six 
studios. It buys tapes at up to $7 
each and splits the rental fees 
with the studios. This allows it to 
take a greater number of copies 
of hit films, so more customers 


“They are all clearly entertain- 
ment assets. My view of life from 
the time I acquired Viacom Is 
that content is king Its what's on 
it, not what it's on, that counts,” 
he says. This means less empha- 
sis on distribution, although it 
co-owns the UPN television net- 
work. and also owns 18 local tele- 
vision stations. 

■ Although UPN is seen as the 
weakest of the US networks, he 
says it can be fixed by exploiting 
its ownership of Paramount and 
Spelling Entertainment, the tele- 
vision production company, more 
effectively. “The difference 
between NBC and UPN is noth- 
ing but a bunch of hits.” be says. 

The question of why hit shows 
such as Frasier are made by 
Spelling Entertainment but 
shown elsewhere hits a raw 
nerve. “There was a lady running 
UPN with whom we bad a differ- 
ence of view. She’s not there now 
and I think you are going to find 
a lot more Spelling shows on 
UPN,” he says. 

A difference of view with Mr 
Redstone can be risky, as Mr 
Biondi, now running Seagram’s 


says. 

Some have questioned whether 
so much power should be held by 
Mr Redstone, but he says this is 
an illusion. “It is absurd to think 
that I presume to run this com- 
pany myself. 1 think j am doing a 
goddamn good job, but not alone. 
One of the things I have in my 
company is that I do not have to 
intrude. [Jonathan] Dolgen [head 
of Paramount] sometimes calls 
me once a day. 1 don’t have to 
pall him and stay on his back. If 
Antioco wants advice he gets iL 
He rarely gets it without asking;" 
he insists gamely. 

Other mortals of Ms age might 
feel like a rest, having seen off 
the doubters, but Mr Redstone 
Shr^ off the idea. “If aw ynnp 
suggests there is anything to this 
false rumour that I am 75 years 
old. all they got to do is watch 
me. and they’ll know it is 
phoney!” he chuckles. 

There is plenty to whet the 
appetite of a man who enjoys 
expanding his company. “Essen- 
tially, my history has not been to 
liquidate or dismember, it has 
been acquisitive,” he says. Per- 
haps as importantly, there are 
many markets around the world 
into which to launch Viacom 
brands and channels. 

“There is an insatiable desire 
for American entertainment. 
Wherever you go it works. South 
of Mexico ante recently there 
was only one six screen multi- 
plex. What happens to the studio 
business when you build ont 
South America, or Europe, and 
Asia?” he asks, as if the possibili- 
ties are limitless. 

It is all a far cry from 1987 
when his company bought into 
Viacom. “Everybody said we 
were crazy, making a mistake. 
They said MTV was a fad, a kid’s 
channel would never work. They 
knew tbe score, right? I trusted 
my instincts. Hie rest is history, 
and it’s a good story.” 
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Essential guide to Sumner Redstone 


Current posts: Chairman and chief 
exacutive of Viacom; chairman, 
president and chief executive of 
National Amusements. 

Education; Attended Boston 
Latin School and awwded degree 
from Harvard University after 
studying for 2% years. Went on to 
gain a taw degree from Harvard 
University Law School 

During tvs time at Harvard, 
which coincided with the second 
world war, he also worked for US 
mflftary Intelligence, working an 
brea k ing Japanese mffitary and 
diplomatic codes, and gaining an 
Army Commendation Award. 


He remains interested in 
education, being affiSated to both 
Harvard Law School and Brandos 
University, where he is a visiting 
professor. He has also taught at 
the University of San Francisco, 
and has an honorary doctorate 
from Boston University. 

Ebrfy careen He began his 
career as a law secretary for the 
US Court of Appeals, and later 
joined a private law firm in 
Washington O.C. in 1954, he joined 
the family firm National 
Amusements, based in Dedham, 
Massachusetts. 

En tert ain ment magnate: Built 


up National Amusements offer 
becoming its president and chief 
executive in 1967 to its current 
ownership of 1.100 cinema 

screens. The company bought 
control of Viacom in June 1987. 

It won control of Paramount after 
a hotly-contested auction in 1994, 
and went on to buy Blockbuster. 

He then oversaw the sale of assrts 
such as Madison Square Garden 
and its cable interests to reduce 
Viacom's debt. 

Leadership style: Known as a 
tough negotiator. He ts also 
litigious with rivals he thinks have 
mistreated Viacom. 
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CONTRACTS & TENDERS 
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LUCY KELLAWAY 
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Time to take a terrible 


Advertising release 
for sale of shares by direct negotiation 


revenge on jargon addicts ‘ 


Tbe STATE OWNERSHIP FUND, a Romanian pnbbc institution based in Bucharest, 6 
Mfcjjg dim^^ ^a tigc ^acgoix fing to the Government Urgency Octfiaance no. 88/ 1997a 


of the issued 


□ Registered Office Bnzan. Stc Aleea lodustmtar m 1 bis, Jnd_ Bozso. 

□ Fiscal Code R 1154717. 

□ Registration no. at Conmwaal Register Office 1/10/2.14/ 1994. 

□ Issued stock capital, according to die latest records 

a tta Commercial Registrar Office: 68^57,150 thousand ROL 

□ Turnover in 1997: 79.791,912 thousand ROL 

□ Net profit in 1997: 1,764,024 thousand ROL 

□ Main scope of activity: maraifatnring and trading of cord for the envelope and cable. 


Breathe life into office meetings with Buzzword Bingo, the 
game that makes management jargon worth listening out for 


Tbtal number of shares al a Dominal value of 25JMQ ROL each: 2,758^86. 
The share ownership structure is as follows: 


8 Stale Ownership ftmd ’ 
Fjnmcial Investment Co 


Hmnlwn 


mats pnvaosmoa 


The price affix for the 69 JG44 % tamed stave capital, Le. 1^30^370 stares is 19,607,953 OSD and die offer price per date is 1IU6 USD. 

The Co mpany P RE SENTA TION FILE regmred far subscription to the offer may be obtained a The State Own slap Fuad, 
BUSINESS CENTRE, OFFERS DIVISION of tne International Relations D e p a rtm e n t . Bucharest, 6 Stavropoieos Street, sector 3 phone 04- 
01/51 10495; 3123130; 3124231 and fa 044) 1/3121841, daily between M0 and 16J0 Inn. at a price of 3QMOOO ROL payable in coovertifak 
spcof ic itioii at National Bank exchange rae applicable on tbe PRESENTATION FILE perdase date fir fore ign a nd Romamau citi zens or lead 
entities. Tins sum bas to be transferred in advance to the State Ownership Fund accounts: no. 25UO0MOOO24Z396Q08 in USD at the 
Romanian Bank far Farerra Trade (BANCOREJQ for foreign investors, or no. 251190980908224 in ROL as The Romanian Bank far 
Development- Bucharest Branch (BRD-SMB) for Romanian investors. 

Fqtttotnfomtationabom the company's u riva rizatk » maw be ofieced by SOJ& INTERNET SITE, at the address wwwaoLro. or fiomS.O.F. 
-Privatisation Dfviskn no. 2, pbane04Cb301fi3^7; 0403 14.62.81; &x 0W3KU&92. 


-Privatisation Dirisian na 2, phone 040/303.63.67; 040/314^81; fat 040/3101652. 

The minimi] environmental coalitions accepted for CORD SjL, Bran are included in tbe company PRESENTATION FILE. 


THE PRESENTATION FILE wig be released oq p rese nt ation of. 

□ acopy of tbe payment order for flic pr eneamtio n file; 

U UUuJ F 17 ^ rtTfuiiiHi QufflY. 

fit ruder to na rtk am e m <be negoti ations. bidden a rergq mral vn presem evidence eff pssoiag at the SeCer's.&sposd a gg araifl ee 
OTaparncmanonije.4^vyZttncs®aROLorOT^»fSDas reflows: Romanian odzeis or legal entities may pay cash to 
H as S tale Q wp m n ti P Fond to apcoont no. 2511*0980988313 ra ROL at tbe Rumamaa Bank fqr i D e w5lora nenx - Bocha rest 

Romaniai^taA^^^n ^i Ttade (BANOQRE X? arm ac count t 
USD at the Kramniai Bank for Export -Import (EXIMBANKi aiimtalrvdy the fcaddes may mstmet the bank where they hold 
tear acooant to icteae an nocootiitianal batik guarantee valid »r 128 days. 


Only bidders dm prove they acquire the Pcexataoao Hie may submit tbeir PURCHASING OFFER. 
Ba Mengfacnl d snfxr ^^.PURCHAS INGOf'.F^K and ttiedoc maqM s jtipiilaeed b^theG wranpgttgt 
aSl!a^ma3adedeiivriope.^i^ir1o2y^fl , Wy,^l^^ , ^S-^Sf^m^&o«n d e ad line farsob 
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To advertise your 


Commercial Property 


And reach 52,000 property decision makers. 

Contact 

Tina McGorman 

+44 0171 873 3252 Fax +44 0171 873 3098 


Take a pen. a piece of paper, 
and a dreary meeting or 
presentation. You are now 
ready to have mare fun than 
you have ever bad in the 
office before: yon can play 
Buzzword Bingo! 

A reader has alerted me to 
this briHiant which, 
like many of the greatest 

contemporary workplace 

Innovations, comes from 
Dflbert, the cartoon strip. 

This is how you do it 
First draw a grid with five 
rows and five columns, in' 
each box write down, one of 
your favourite pieces of 
management jargon. Mine 
might include: delighting 
customers, owning c hang e, 
holistic, buying into, world 
class, celebrate and 
retooling. Then every time 
the speaker says one of the 
wards on your card, tick it 
off. You get minor prizes if 
you have ticks for 
everything in a row or a 
column, major prizes if you 
get everything on your card. 

The beauty of this game is 
that any number can play - 
you could play alone, 
although if you find some 
like-minded colleagues to 
play with, so much the 
better. When several people 
are playing, the winner can 
secretly declare himself to 
the others by slipping some 
previously agreed word or 
phrase into the discussion. If 
you get a row or a column 
you could say 
“competencies” or 
“leveraging"; but when you 
get the lot you could say 
something more advanced 
like "paradigm shift ". 

One attractive feature of 
this game is-tbe danger 
factor. H is not going to look 
| at all good in your next 
i career appraisal if you have 
been caught Clearly that 
means being discreet But if 
disaster strikes and you are 
discovered with a strange 
card on your lap you mi ght 
be able get away with it by 


Insisting tha t you are 
leveraging your personal 
management toolkit in order 
to help you maximise your 
own input in the dialogue. 

The game, though in its 
infancy, is spreading like 
wildfire. Already there are 
several web sites with 
sample Buzzword Bingo 
cards on them. I spent a 
good deal of time trawling 
these last week and came up 
with a fresh crop of 
buzzwords that I bad never 
heard of. What for instance 
does “avereative” mean? Or 
“revectored”, come to that? I 
am also nonplussed by 
“crass-platform", “rich 
messaging” and 
“groupware”. Could that be 
some relation to 
Tupperware? And as for the 
phrase “thin client" - the 
mind boggles. 

If you don’t believe me, 
i you too can visit the web 
site with the not-so-snappy 
address: http-ifiLncsa. 
uxuc. eduf maglcgi-binlbingol 
bmffo.cgff A word of 
warning, however. The web 
site is not going to help you 
play the game. If you can’t 
think up 2S buzzwords on 
your own without copying 
them off tbe computer, I 
really don't think you 
qualify as a bingo 
contestant It could be that 


you have never met a 
manage r , read a 
management book or been 
on a management course. Or 
worse, it could mean you 
have crossed over to the 
other side and talk that way 
spontaneously. You are a 
paradigm in your own 
lunchtime and proud of it. 


On my interminable journey 
to work last week I found 
myself at King’s Cross 
station staring at a large 
blue bottle of mouthwash. 
“Colgate Flax - removes 24 
per cent more plaque.” it 
said. More than what l 
wondered. Given that 24 pm* 
emit is such a precise 
number they must have had 
something in mind. I shifted 
along until I was sta ring at a 
giant battery, and reading 
the words “Energizer - lasts 
50 per cent longer”. 

It is hard to believe that in 
these days when consumers 
are supposed to be 
intelligent, discerning 
beings, and when marketing 
is meant to be so 

sophisticated, that 

copywriters can’t do better 
than this. People tell us that 
the world of business is 
changing ever more rapidly, 
but it seems that of 


advertising is standing still. 
Not only do copywriters 
employ the same methods 
that they were using decades 
ago, they don't do it as well 
as they used to. The best 
advertisement on the TV at 
the moment is for Wrigley’s 
Spearmint Gum (gum, gum/ 
Wherever you go/Wtaatever 
you dot in which the woman, 
runs along with a giant 
packet of chewing gum 
under her arm. It is just as 
funny and the tune is just as 
catchy as it was a quarter of 
a century ago. 


And now an admission. Last 
week 1 wrote about how to 
avoid talking to people on a 
long-haul flight by tnWng 
your laptop with you. Since 
then various people have 
asked me technical 
questions about batteries 
and long distances — 
questions that I have found 
myself strangely unable to 
answer. The sad truth is that 
I have not been on an 
aeroplane for years. I 

asked a jet-setting colleague 
about what people do on 
long-haul flights and took 
his word for iL If! were to 
fly somewhere l would take 
some plant catalogues with 
me. But that doesn’t sound 
so good, does it? 
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Private audience: Steven Sonskio reflects on his taOure to 1ft the bai as a consultant 

BUSINESS EDUCATION MBA DIARY 
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On the shelf without 
even being consulted 


Steven Sonsino finds ageism rules the 
pitiless world of consultancy recruitment 








It took the man from 
McKinsey less than 
two minutes to 
decide I would never make a 
consultant. Politely, he 
explained that I did not have 
a first from Oxford or Cam- 
bridge, that l was 36 and 
that 1 bad a family. He made 
my wife and son sound like 
an albatross round my neck. 

He got up and, again 
politely, said: “Would you 
excuse me - there are some 
people Fd like to see over 
there." 

The man from McKinsey 
and about 20 other consul- 
tants from companies includ- 
ing Andersen Consulting. 
AT. Kearney and Coopers & 
Lybrand were attending one 
of the many careers eve- 
nings for full-tune MBA stu- 
dents at Cranfleld Univer- 
sity. 

1 had skipped the manufac- 
turing and banking evenings 
— -eteHerJin the term. What 
tempted me to attend the 
consulting evening was that 
the profession attracts by for 
the biggest proportion of 
Cranfield graduates. Up to 27 
per cent of graduates each 
year move into consulting. 

But I wouldn't be one of 
them, said the .man from 
McKinsey, and I was angry. 
Unaccountably, really, 
because I wasn’t even 
looking for a consulting 
post 

A Pew days later I related 
my experience to a former 
. 'McKinsey consultant now a 
^colleague on the programme, 
and she was not surprised. 
“Of course you wouldn’t be 
considered for those main- 
stream consulting roles," she 
said. "You would much more 
be seen as a specialist or 
experienced hire." I found 
this reassuring. Maybe the 
man from McKinsey was 
only doing his job. 

Then I became intrigued 
as to why other colleagues, 
formerly with the big consul- 
tancies. had chosen to 
undertake an MBA pro- 
gramme. "You can't progress 
beyond a certain level at 
Andersen without an MBA," 
said one. Another former big 
six consultant added, 
frankly: “After six months at 
a client's site doing the same 
thing day after day you get a 
little bored." 

Another colleague 


described young c onsultant s 
as camion fodder. “It's a 
great lifestyle, and the pay is 
good, but. the consultancies 
do feel they own you, espe- 
cially if you’re a general con- 
sultant done. You're at their 
constant beck and call You 
may find it better working 
for one of the specialist 
boutiques - they're not so 
worried about age." 

My McKinsey moment was 
not the first time ageism had 
reared its head this year. 
Wendy Hall, manager of the 
careers service, and Martyn 
Jones, director of the 
full-time MBA programme at 
Cranfield. had taken aside a 
select group of students - all 


have to start our job search 
sooner. 

But since I was sponsored 
on the programme by my 
company, I did not think I 
would have go through the 
rigours of a job search. I 
thought I would simply 
return to the fold and start 
to improve the financial 
monitoring, rejuvenate the 
marketing planning and 
refine the long-term 
strategy. This was, after all, 
how I had justified undertak- 
ing the MBA in the first 
place. 

But cm a recent trip to the 
office 1 felt strangely out of 
place. The business was run- 
ning just as efficiently as it 
bad when I was there. If not 
more so in some ways. I got 
the distinct impression that 


The author, who owns a small 
training company in south-east 
England, embarked last September 
on a one-year MBA programme at 
Cranfield University School of 
Management This is the fourth 
instalment of his diary 


over 35 - at the start of the 
course to warn them that 
employers still discriminated 
when it came to age. 

“The consultancies have 
improved," said Ms Hall. 
When times were bad, about 
five years ago, you were in 
trouble if you were over 26. 
Now it’s boom time, she 
said, and you have to be into 
your 30s before it becomes 
tough to break into consult- 
ing. 

I was astonished. I could 
not believe that consultants 
of 26 or even of 30 have more 
or better experience of busi- 
ness than a 36 or 40-year-old, 
certainly not in terms of 
something as long-term as 
strategy. I suppose I was just 
amazed that . anyone would 
be considered over the hill at 
35, for any post Or was I 
being ageist in a different 
way? 

Whatever the reasons 
behind the ageism. Ms Hall 
believes those of us in our 
mid to late-tMrtles will have 
to be much more focused in 
our approach to finding 
work and that we would 


everyone would be pleased 
when I left. f*Now we can 
get on with some real 
work!") 

Then, a conversation 1 had 
bad with the manager two 
weeks before began to make 
sense. I had driven to Lon- 
don for the weekend to 
speak with Mm face-to-face 
and he told me he would be 
happy to continue in Ms role 
when I returned. I was 
pleased. This would give me 
freedom to develop the busi- 
ness, using the skills and 
knowledge acquired on the 
MBA programme. 

But the manager also told 
me, tactiully, that my his- 
toric connection with the 
organisation, as founder 
director, might undermine 
his position within the com- 
pany and his new-found 
authority. He had a good 
point and was, in effect, ask- 
ing me not to go back to my 
Old role. 

Initially 1 was worried, but 
in a strange way I was also 
relieved. While I am eager to 
tackle the strategic level 
problems we face as a com- 


pany. the thought of return- 
ing to exactly the same 
in-tray 1 had left a year ago 
did not appeal. In addition, I 
felt that the possibilities and 
opportunities of the MBA 
programme were only just 
beginning to open up. as the 
new term’s consulting pro- 
jects got under way. 

Now I see that the chal- 
lenge. come the end of the 
MBA will be to develop a 
looser, more proprietorial 
relationship with my com- 
pany. as I develop or launch 
a new business (or busi- 
nesses) in a related sphere. 

But that challenge has just 
been complicated by a happy 
twist in my family life. My 
wife Jacqueline is again 
pregnant This time, though, 
she is carrying twins, which 
I am very excited about Jac- 
queline is happy, too, but 
also concerned about how 
we will cope after the birth, 
knowing how hard we found 
coping with Christopher two 
years ago. 

Instantly my MBA shrank 
in importance and I found 
the whole academic term far 
less real than the swings and 
roundabouts of early preg- 
nancy. I was surprised to 
find I could not stopgrin- 
ning as we wentt fox'- scan 
after antenatal scan; while 
colleagues and - friends 
groaned under the weight of 
the final weeks of the core 
course. 

1 was not surprised, how- 
ever, to find it impossible to 
prepare for exams at the end 
of the second term. I could 
always resit in June, 1 t old 
myself. But not even this 
pessimistic thought could 
dim my pleasure at spread- 
ing the '■news that we were 
expecting twins. 

Luckily, the twins are due 
in mid-October, so I should 
have finished the MBA pro- 
gramme - just However, as 
soon as my paternity leave 
ends 2 will almost certainly 
be trying to launch a new 
business, which will inevita- 
bly be time-consuming and 
costly. 

So maybe 1 should think 
again about mainstream con- 
sulting. It will probably be 
more lucrative than launch- 
ing a small business. And I 
know it’s probably career- 
iimitin g even to think this, 
but I can’t help feeling that 
it would be nice to prove the 
man from McKinsey wrong 
after alL 



NEWS FROM CAMPUS 


Nijenrode 
launches 
modular MBA 

Nijenrode University in the 

Netherlands is the latest 
business school to offer an 
international modular MBA 

intended for manafiers 
sponsored by frtair companies 
to study white working- 
Beginning in January 1999, 
the 18 -month programme 
comprises six modules, each 
of 2Vs weeks. In addition 

participants must visit the 

Kellogg school at 
Northwestern Urwiererty m the 
US for 3V4 weeks. Unlike 
many executive programmes 
Nijenrode Is aimed particularly 


i 30 and with 
jrs of work 


uts focus 
[hematics 

Of trained financial 

m- nunmfl t fld 


Warwick Business School in 
the UK to launch a one-year 
MSc programme in financial 
mathematics. When It begins 
In the autumn ft win be one of 
only a handful of programmes 
In the UK that focus on the 
use of mathematical 
techniques In finance. 

Warwick is looking to rocrurt 
mathematicians who want to 
make a career for themsefves 
as investment managers, 
senior analysts and corporate 
finance managers. 

Warwick: 

itnww.wbs.warvwbfcac.rrA: 

Putting a price 
on learning 

IS Belong learning an issue or 
just a catch-phrase? The _ 
EFMD {European Foundation 
tor Management 
Development), the 

accreditation body, to running 
a three-day conference from 
September 27 to develop 

issues related to the topic 
Does Looming Pay? 


Speakers at the conference, 
which wiV be held at the 

NatWest Group’s Hsythorp 
Park training centre, in 
Oxfordshire In the UK, will 
include John Quefch, the new 
dean of London Business 
School, and Christian 
Kurtzke, Vice-president of 
business transformation at 
Siemens. 

EFMO. www.efmd.be 

Relationships 
in business 

How do you select the most 
appropriate executive training 
programme or the best 
business Softool with which to 
develop a long-term 
relationship? 

The executive education 
organisation Unicon 
(International Umversfty 
Consortium for Executive 

Education) has been 
conducting research to try 
and answer such questions 
and has now published its 
findings. 



The findings are based on a 
study of 33 Unicon member 

schools {including Harvard. 
and Kellogg in the US and 
London Business School in 
the UK), 67 client 
organisations and 187 
participants. The report is 
intended to help organisations 
measure the effectiveness of 
executive education and to 
rank providers. 

Unicon: US. 908 903 1180 

Inquest on 
intrapreneurs 

The Judge Institute, 
Cambridge University’s 
business school, has joined 
forces with venture capital 
group 3i to conduct research 
Into intrapreneurship 
{entrepreneurial business 
start-ups within existing 
corporations). 

The research wifi run for a 
year and will take place in the 
UK and the US. The project 
has been set up to find out 
why so few intrapreneurial 
ventures set up In the UK 
beer fruit 

Judge Institute: UK (0)1223 
339700 
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Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Romanian public institution based in Bocharestfi 5 
>- direct negotiation according to the Government Urgency Ordinance no.88/ 1997 a 
[OKUL SA. Cftmpntsy, Brails. 


is offering for 
spied of 


□ Registered Office: Brails, Str. Industrie Sirmei, nr. 2. jud. Brails. 

□ Fiscal Code: R 2266948. 

□ Registration no. at Commercial Register Office: J/09/42/1991. 

□ Issued stock capital, according to the latest records 
_ at the Commerrial Registrar Office: S3.494.67S thousand ROL 

□ Ttanowrin 1997: 175279.054 thousand ROL 

□ Net profit in 1997: 2.135.748 thousand ROL 

O Main scope of activity: production and trading of hot laminaird profiles, concrete seel, urfited wire- and trrfilcd 
bar, nails, chain s, wo od and metallic con structions. 

Total number of shares at a nominal value of 25JM0 ROL each: 3339,787 
The share ownership structure i s as follows: 


* 


Others 


owners 

owners 


Moldova 
mass privatisation 


9.S3U 


The prke offer for the 69S99 % Issued share capital, Le. 2337317 shares fc 12342329 USD and the offer price for a share is 534 USD. 
The , _ 

BUSINESS! 

0I/31J0495; 3123130; 3124231 and fax 0401/3121841, daily between 8.00 and 16.00 hrs, a 
j at National Bank exchange rate applicable on the PRES ENTAT1 ON FILE purch 
. This sum has 
Bank for 


Romanian Bank for Foreign Trade (BANCOREX). pr in account no. 251 12171 0001 in USD at the Romanian Bank tor Export-Import 
(EXIMBANK) for foreign investors, or no. 251 100980906224 in ROL Romanian Bank for Development - Bucharest Branch iBRD-SMBf for 
Romanian investors. 

offered bv&tXE£t INTERNET SITE at Ihe address wwwsoEra. or fromS.O.F. 


Frniher i pfnrrqarin n 

-Privatisation Division na 


The minimal environmental conditions accepted for LAMTNOKUL SA, Bralln are included in the company PRESENTATION FILE. 



pamenme in the ngptiatioos, bidde 
pcuionTtl 4)01,49/ fwuxmj ROL 


THE PRESENTATION FILE will be released on presentation of: 
□ a copy of the payment order for the presentation file; 

□ wentity cad lor passport for foreign citizens); 

□ certificate from ibe bidding company. 


bidders an: i 


id present evidence of putting at the Seller’s disposal a guarantee 

. j) as follows: Romanian citizens or legal ratines may pay cash lo 

to account no. 251 100980900313 in ROL at the Romanian Bank for Development - Bucharest 

fo ragi c itizens or legal entities may pay cash to the State Ownership Fund to account no. 

8 in USD. at the Romanian Bank for RffrigoTradc fBANCOREX) or in account 25H2I7IOO0I in USD 

tt (he Ro manian Bank fo Export-Import (EXIMBANK - alternatively the bidders may instruct the bank where thev hold their 
account to release an unconditional bank guarantee valid for 120 ifays, after the submitting offer, 

Only bidden! that prove they acquire the Presentation File may submit their PURCHASING OFFER. 
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Advertising release 
for sale of shares by direct negotiation 


leos Street, sector 3, is offering for 


The STATE OWNERSHIP FUND, a Romanian public institution based in Bucharest. 6 1 

_ 1 _ i .i! < ^ j* . _ /“■ . It — /v PO/I/WV 1 . 


acC Gaj^ l ° *** Goven,mcnt Uigency Ordinance no.88/1997a>BtSB % ofllteJsstied^Jto-capi^ of 


□ Registered Office: Gated, Str Calea Pnxtuhn, nr. 12, jud. GalatL 

□ RscalCode: R 1627165. . . ’ 

□ Registration no. at Commercial Register Office: J 17/172/1991. 

□ Issued slock capital acconfing to me latest records 

at the Commercial Registrer Office: 20333,650 thousand ROL 

□ Turnover in 1997: 65J60.879 thousand ROL 
O Loss in 1997: W 87/785 ihonsand ROL 

□ Main scope of activity: projection, producing and marketing of equipment, naval outfits and installations, dearie 
and electrode, outfits for metaflurpcal industries, spare pails. 


Tola! number of shares at a nominal value of 78430 ROL each: 813346 . 
The share ownership structure is as follows: 


O State Ownership Frad_ 
fina nc ial f 

! owners 1 

1 lo Qie manager 


% 


ftansilvania 


The price offer for the 69J8 % issued share capital La. 589J75 shares is 5,457,716 USIX 

The Company PRE SENTA TION FILE required for subscription to the offer may be obtained at the Slate Ownership. -Fend, 
BUSINESS CENTRE, OFFERS DIVISION of the International Relations Department, Bucharest. 6 Stavropdeos Street, sector 3 photic 04- 
01/31 10495; 3123130; 3124231 and fa 04-01/3121841, daily between 8.00 and 16.00 brs^ at a price of KMWLOOO ROL payable in coimatibte 
specification at National Bank exchange rate applicable on die PRESENTATION FILE puretase date for foreign and Romanian citizens or legal 
entities. This sum has to be transferred in advance to the State Ownership Fond accounts: no. 25110000000242300008 in-USD at the 
Romanian Bank far Foreign Hade (BANCOREX) for foreign investors, or na 251100980900224 in ROL A the Romanian Bank for the 
Developnent-Buctoresi Branch (BRD-SMB) for Romanian investors. 

Further information about the company's privatization may be offered by SXXF.’fe INTERNET SITE, at the address wwnsoCia 

The nwniim) environmental conditions accepted for MENAJROM SA, Gabti are included in die company PRESENTATION FILE 


citizens or I 

Bank forT 
account do. 

instruct the bank ' 


THEPRESENTATION FILE will be^rekased on presentation of: 


. bidden are required to present evidence of putting at the Seller's disposal a guarantee of a 

. .or in convertible enrrency equivalent rale a the Rontaman National Bank at the buying day, as follows: 

l entities may pay cash ro die State Ownership Fond to account na 251 100980WMI313 in R0L at die Romanian 
, l — ‘ " — '"’ID-SMB): foreign citizens or legal entities may pay cash to the State Ownenlito Fund to 

m UiU, at the Romaman Bank for Foreign Trade (BANCOREXV; alternatively the bidders may 

1 bold their account to release an uuconduiona] bank guarantee valid for 180 days, alter the submitting offer. 


Only bidders drat prove they acquire the Presentation File may submit (heir PURCHASING OFFER. 

Bidden should ! 

State Owm 
time (from i 



SINCE 1819 OUR VISION 

JUST KEEPS GETTINGjf BIGGER. 
TODAY IT NO LONGER 

GOES UNNOTICED.’ 




ES.CP 



ESCP, Paris School of Management, 
is one of die leading european business schools 
accredited EQU1S, ri>e European label of 
quality created by the European Foundation 
for Management Development. 

This ncognltiua is no icridenr, the 
international outlook is ESCP tradition 
since 1819. 


LSO\ Cmuk:,:... 


* three yur graduate 
management program 


14 one year post graduate 
programs in a specific field 
or corpora* function 


tandticJ AAI&Vj 
executive pan rime 
program over an 
18 month penod 
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BDHWKIM 


Groups Ecok Supdrieure de Commerce de Paris Email ; pmseftescpJr 
79. wan* dr la RcpwNiqur 
75011 Pans - Font* . WEB : www.escpir 


33 1 49 23 20 16 


Business 

Education 

page appears 
every Monday 


The FT Is circulated In 100 
countries worldwide and is read 
by an audience of businessmen 
and women wwtefog In a variety 
of business sectors. 

Business courses are an 
esson&ti part of the working life 
of oor matters and the Business 
Education page is the 
marketplace for advertising your 
MBAs and Executive Courses. * 
Whether you want to promote 
your courses in finance or 
general management the 
Business Education page gives 
you tho opportunity to roach 
corporate decision rankers and 
ambitious young executives. 

F6r advertising Information 
pteaaecrt Laura Romltf 
on 0171 873 3308 
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Air price war 
between Belfast 
and London 

Stand by for a price war in the 
air between London and 
Belfast Two airlines are 
planning to launch new 
scheduled flights from Luton 
Airport later this summer. 
Jersey European wiB start 
flying three round trips a day 
from August 1, using a 
BAe-146 Jet but still has to 
decide which of Belfast's two 
airports - International or City 
- it will use. Meanwhile, 
low-cost carrier Easy Jet plans 
a rival service, flying four 
times a day into Belfast 
International. Both airlines 
promise one-way feres 
stating at £39 (S64), including 
tax. but if traffic' proves more 
elusive than expected, there 
may be even tastier deals to 
come. 

Japan’s in-flight 
smokers restless 

Another stubborn bastion of 
smoking in the skies is about 
to crumble. Two Japanese 
carriers will extend bans to all 
their domestic flights this year. 
They are Japan Airfines. which 
already forbids smoking on 
trips up to two hours, and All 
Nippon Airways, which began 
barring it on some domestic 
services in December. All 
Nippon says it is responding 
to the wishes of most of its 
customers. 

The two airfines will start 
their outright bans on 
September 1 and October 1 
respectively. A third carrier, 
Japan Air System, is 
conducting no smoking trials 
to test passenger reactions. 

It’s a doge’s life 
in Venice 

A 16th century Venetian 
palace has opened as an 
all-suite hotel The Palazetto 
Nan] Barbara was butt next to 
the city's former granaries and 
has a spectacular view of the 
Doge's Palace, across the 
Giudecca canal. It stands in 
the gardens of tin Cipriani 
Hotel, whose owner. Orient 
Express, has converted it to 


TRAVEL UPDATE 


five suites and a restaurant 
with a floating wooden terrace 
with views towards St Mark’s 
Square. Suites cost 
L2.1 00,000 (SI. 190) a night, 
which Includes buffet 
breakfast VAT and service. A 
winter rate of LI, 150.000 is 
available from November 9 
until the year's end. 

Air Canada to 
provide laptops 

Air Canada passengers can 
fry out IBM's latest computer 
notebook, the Thinkpad 600, 
on some flights. They will be 
able to send faxes or play 
games, and dean disks wiB 
be provided. Two of the 
laptops wiQ be available for 
the next three months to 
Executive First customers on 
two routes. London-Toronto, 
and Vancouver-Osaka and in 
Executive Class between 
Toronto and Vancouver 

Emirates offers 
days in Dubai 

Emirates is offering three 
nights' accommodation, with 
breakfast, at Dubai's Jumeirah 
Beach Hotel to first and 
business class passengers 
from Gatwick. Heathrow or 
Manchester, until the end of 
September. 

Continental flies 
Newark-Glasgow 

Continental Airlines will start 
daily flights between Newark, 
New Jersey and Glasgow on 


July 15. Services from 
Scotland wiB depart at 
12.25pm. arriving 3pm local 
time. Eastbound flights will 
depart at 6.45pm, arriving at 
6.15 next morning. 

Passengers in the airline's 
Business Fast cabin will be 
offered a chauffeur-driven car 
service anywhere within 50 

miles of Glasgow - and within 
40 miles of Newark or any 
other US destination served 
by the airline. 

The airline wants to bring 
forward a planned non-stop 
service from Cleveland to 
London Gatwick. It Is seeking 
government approval to start 
on February 19 1999 instead 
of Aprf 30. 

Italy’s dialling 
codes to change 

Italian telephone dialling 
codes are changing. Travellers 
making calls within Italy win 
need to use the full local 
code, starting with a zero. 

If you are calling a number 
in Rome, for example, you wHl 
have to start with the digits 
06. Callers from abroad wffl 
also need to insert a zero after 
the +39 International code. 

The changes do not affect 
mobile phones - and you will 
have a period of grace to 
memorise the new numbers. 
Old codes wfll work si parallel 
for another six months. 

Further Information may be 
found on an internet site: 
www.teteconvtaJJaJt/ 
numemdone. 

Roger Bray 
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BUSINESS TRAVEL FLYING AT THE FRONT 


The point of paying more 


Kate Bevan on avoiding babies and backpackers without spilling the champagne 


It is one of the 
mysteries of travel: 
> 3 why do people pay 

hundreds of pounds to travel 
business class on flights that 
are no more than a couple of 
hours long, in seats that are 
in some cases identical to 
those occupied by economy- 
class bottoms, and when 
there may not even be 
access to a lounge? 

The cost of flying at the 
front of an aircraft has been 
rising steadily, according to 
American Express. It says in 
its quarterly Business Travel 
Index that the price of Euro- 
pean business class tickets 
went up for the fifth quarter 
in a row in the first quarter 
of 1998. So passengers can- 
not be seeking value for 
money. And it is hard to 
argue that travelling busi- 
ness class on a short flight 
will deposit you at your des- 
tination fitter and more 
rested than if you had trav- 
elled sardine class. 

One common reason given 
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Accommodating guests is about 
far More thaf just finding^ '. 

[ Tooffc for tbit night. 


Radisson S€f 

HOTELS WORLDWIDE 
The difference is genuine. 

He jusf never soys "No". Thaf 5 Jne Radisson SAS difference. It's about making sure you hove everything you 
need. Not necessarily waiting lo be asked, but taking core of something ■ often before you ihought of it yourself. 

And when you are away on business, we know how valuable that can be The difference Is people 
and personalities that our guests notice, remember and appreciate. Our *Yes 1 Can!' spirit is redefining holel 
service worldwide. 

Radisson ap«raf«> mere than 360 hotels worldwide. Among those you can find 82 Radisson SAS 
hotels in Scandinavia, Europe, the Middle East and Asia. For reservations call 0800 37441 1 
or non toll-free +353 1 706 0284. Visit us at http://www.rodissan.com or contact your travel agent. 


for flying business class is 
the flexibility of the ticket, 
which enables passengers to 
switch Sights easily. How- 
ever, a full-fare economy 
ticket can be just as flexible. 
For example, flying with 
British Airways to Frankfurt 
from London costs £422 
($692) plus taxes on a fully 
flexible economy ticket, 
while business-class - emw 
conditions, bigger seat and 
perks - costs £464. 

Shorter check-in times are 
quoted by other regular trav- 
ellers. Yet short-haul routes, 
using small aircraft, do not 
produce vast queues of econ- 
omy passengers taking an 
hour or more to process. 

Perhaps it is access to 
lounges that swings it for 
some. It is certainly delight- 
ful to retreat to a business- 
class lounge stocked with 
free booze, biscuits and mag- 
azines. And if you are flying 
from Heathrow, all the 
short-haul operators can 
offer you a seat in a lounge. 
BA's Club Europe facility is 
probably the most luxurious 
but British Midland's lounge 
is the most conveniently 
located for its gates. 

The catch comes on the 
return journey, unless you 
are travelling with a carrier 
from its home base, such as 
KLM from Amsterdam's 
SchipboL BA’s Club Europe 
brochure boasts lounge 
availability in 36 cities: but 
that leaves more than 60 des- 
tinations where your busi- 
ness-class ticket. leaves you 


out in the terminal with 
babies and backpackers, and 
not a free glass of cham- 
pagne in sight. 

Perhaps the most annoy- 
ing thing is to Brui that the 
seats are pretty much identi- 
cal to those farther down the 
aircraft. Many carriers use 
convertible seating that 
turns a three-seat row into 
two slightly wider seats with 
a bit of space between, than 
but with the same legroom 
as those in the cheap seats. 
The cabin is cordoned off 
with a curtain that can be 
moved depending on how 
man y business-class passan- 


It is certainly 
delightful to 
retreat to a 
business-class 
lounge 


gers there are. And a partic- 
ular warning for those trav- 
elling with British Midland, 
at least on any route served 
by the small Boeing 737s: 
make sure you are seated on 
the left-hand side, where the 
configuration is two seats 
with a space in the middle. 
On the right-hand side, the 
rows are three abreast and 
on a busy fli ght you will find 
yourself squashed into the 
same configuration as those 
in economy. 


There are, however, some 
imaginative tweaks that 
might make it worthwhile to 
fly business Hag* in Europe. 

One of fixe most clever is 
British Midland’s Diamond 
EuroPass, which gives you 
what is in effect a season 
ticket for three months. You 
buy 10 flight coupons in one 
of three zones: the UK; fixe 
UK plus Pam, Brussels and 
Amsterdam; or those two 
zones plus Malaga, Palma. 
Cologne, ftankftart, Dresden 
and Prague for a maximum 
of £1,400 including tax. Each 
coupon is valid for one 
flight, making a bosiness- 
class return to Frankfurt 
£280: this compares with the 
frill business-class fare of 
£464 and the full-fare econ- 
omy of £410. In addition, it 
gives you membership of the 
frequent-flyer chib. 

BA is the only carrier that 
has addressed the same- 
seats-as-ecoraxmy complaint 
Its Club Europe cabin, sepa- 
rated from the rest of the 
mob by a bulkhead, not a 
curtain, boasts specially 
designed seats. These are 
wider, recline further, and 
give an Improved seat pitch 
of 34In. And they .have 
“wings" that prevent your 
head flopping on to your 
neighbour if you nod off. 

KLM. uk, the British arm 
of the Dutch airline, has a 
very simple pricing struc- 
ture. The full-price fere gives 
you a flexible ticket, lounge 
access and separate check-in 
desks. It costs from £199 


one-way from London Stan- 
sted to Brussels. The regular 
fare has the Bame flexibility^ ( 1 
but no perks, and costs from 
£129 one-way for Stansted to 
Brussels. The cheapest fare 
on that route is the one-way 
Saver, from £69. The catch is 
that there is only one cabin: 
•economy. Its parent, KLM, 
has the familiar complicated 
price structure but does offer 
■ business class to those pay- 
ing frill fare. 

For those condemned to 
economy, Air France has 
introduced the kind of half- 
way product found on some 
long-haul routes for frill-fere 
passengers. On the ground 
Tempo Challenge passengers 
can check in at business- 
class desks, have access to 
the lounges, «nn extra fre- 
quent-flyer points and, in thtf- ( 
air, eat a better meaL How* 
ever, it again raises the 
-question: if you -can get all 
that with ftiH-fare economy, 
why pay business-class 
rates? With the Tempo Chal- 
lenge fere between London 
and Paris at £252 return, 
compared with the business- 
class fare of £312, is it really 
worth an additional £60 to 
. sit in a slightly wider seat 
for a 50-minute flight? 

The bottom line for most, 
however, is the frequent- 
flyer points. No matter what 
the pros and cons are, a 
business-class ticket will get 
you more points and thus 
bring yon closer to the holy 
grail of regular traveller*: 
gold membership and mdfcj .. 
free flights. For that most C 
will pay almost anything. 
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ON THE WEB 


Contented commerce 
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A new business aims to take the administrative strain of dealing 
with customers from companies selling information over the web 


“The iVcu i York Times 
employs seven people to help 
customers of its fee-based web 
information service - and six 
of the seven spend most of 
their time helping people 
recover lost passwords . " 

I have no idea whether 
this supposed statistic is 
true. My attempts to find the 
e-mail address of someone at 
the New York Times who 
could confirm it were 
unsuccessful But the figure 
was given to me by Bill 
Bryant, an entrepreneur who 
has started a business that 
hopes to profit from this 
alleged state of affairs. 

Mr Bryant, who lives in 
Seattle, describes himself as 
a serial entrepreneur. He 
was a founder of the 
graphics software company 
Visio, chief of Netbot, the 
company that developed the 
Jango online shopping 
agent, and consultant for 
Corbis. Microsoft Sidewalk, 
RealNetworks and 

Micrografx. 

His latest business has a 
simple premise. “Content 
commerce" - the business of 
selling information over tile 
Web - is. according to Mr 
Bryant, difficult and 
unprofitable. That is partly 
because advertising and 
subscriptions have not 
brought in the revenues to 
cover costs. But it is also 
because buOding the 
back-office systems to 
support sale of content is 
expensive, and so is 
customer service. 

Mr Bryant’s company. 
Qpass (zinnc.qpa5S.com), 
offers an outsourced 


back-office system to content 
owners. What that means in 
plain English is a simple 
system that allows 
customers to open a single 
account that may be used to 
buy content from multiple 
providers - and allows the 
content providers 
themselves to get up and 
r unning to sell information 
at no fuss and little start-up 
cast. Qpass also provides 
customer service - making 
unnecessary afi those people 
at the New York Times who 
are said to spend their time 
finding lost pa ssword s. 

Qpass has written all the 
software necessary for its 
back end and is confident 
that it can be scaled up to 
mfllions of transactions. The 
company has raised $3m 
(£l^m) In seed financing 
from three sources: its 
founders; venture capitalists 
from Venrock Associates; 
and Andersen Consulting. 
The issue now facing Qpass 
is how to sign up those 
content partners. 

The service mi ght seem a 
hard selL Qpass’s opming 
bid is to seek 30 per cent of 
the total revenues its 
partners make from content 
sold through its rhannri — 
something that big, arrogant 
media companies are 
unlikely to swallow from a 
East-moving but still tiny 
start-up. 

Mr Bryant hopes to get 
over this by giving the 
service away at lower prices 
for a while, and by pointing 
out to partners thehiddax 
and not-so-hidden costs of 
customer support , 


More troublesome is the 
issue of who owns the 
customer. For the Qpass 
system to work, the 
company needs the 
subscriber’s name and credit 
card details. 

One of the attractions it 
offers content partners is 
that a subscriber who has 
already signed up to another 
service using Qpass can buy 
from a new partner in 
seconds, without the 
rigmarole of typing in 
personal details again. 

The advantage is that 
Qpass helps bring web sites 
new customers. The flipside 
is that when your company 
signs up for Qpass. others 
can get correspondingly easy 
access to your customers. It 
would not be surprising if, 
say, the FT were 
uncomfortable about the 
idea of sharing customer 
lists with the Wall Street 
Journal, 

That Is the issue that 
Qpass will have to handle 
sensitively if it is to solve 
the classic chicken-and-egg 
problem of becoming an 
intermediary in electronic 
commerce. 

If it can persuade content 

partners to sign up, it wflj 
start to form a virtuous 
circle in which every new 
content provider adds to its 
customer database, making 
its service more useful both 
to new customers and new 

content providers. 

Over a lunch in London 
with Mr Bryant I was 
initially sceptical but began 
to warm to the. idea. 

His pitch to partners is 


straightforward: sign up 
with me and rD give you mj>- . , 
service for nothing for six 
months. That will save you a 
few hundred thousand 
dollars in support costs. If 
you decide not to continue, 
that’s fine: you’ll revert to 
your old system, TU keep the 
customer list, and the 
revenues yon lose from my 
se lling other services to your 

CUSfomerS Will be minima] 

If this pitch works, it may 
find a better reception in the 
US. where companies are 
less proprietary, more 
cost-conscious, and take 
bigger risks. 

But the long-term size of 
the business will depend on 
one other Issue. At present 
precious few organisations 
sell information by the 
article, a few pennies or ^ 
dollars at a time. 4 £ 

Several start-ups whose 
success depended on 
consumers accep ting the 
idea of pay-as-you-go 
information - such as the 
IdeaMarket startup covered 
in this column last year - 
have failed. 

Here is a case for believing 
that Qpass is partly in the 
same camp. Qpass makes 
most sense for those who 
already offer monthly 
subscriptions but want to 

stffirtj^rgfogbythearti^ 
ahhough its service is still ’ 
worthwhile for web site 
owners who only want to 

sen monthly subscriptions 

then Qpass may be a big 

success, ff not . 

thtok more likely - then a % ( 
company may be no more ^ 

a nice little earner 


L_. 
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INSIDE TRACK 


™i59^.^„J H L^ A,NFOREST CANOPY 

By dirigible 
to the eighth 
continent 



Rick Canned joins a 
pioneering treetop 
expedition across a still 
largely undiscovered 
layer of the planet 

It has been described as 
“the eighth continent": 
the thin, rich layer of life 
better known as the rainforest 
.canopy. 

Astonishingly, most of the 
world’s species can be found in 
this tropical treetop environ' 
trua n t That Is because the major- 
ity of spedes are insects, and the 
majority of insects are found in 
the rainforest. Yet, considering 
that this vast habitat is fall of 
undiscovered species; that it is a 
potential reservoir of biological 
and economic riches - possible 
drugs and crops - and that it 
plays a pivotal role in the world’s 
ecosystem, the surprise Is that 
the canopy is so little explored. 

The reason is that the canopy 
is difficult to reach. You either 
have to get up there yourself - 
many canopy biologists are 
pr ett y adept with ropes and clim- 


tists sometimes cut down trees to 
have a look at the tops but this is 
hardly emrt mnmwntiilly ideal 

Terry Erwin, of the Smithson- 
ian Tropica] Research Institute, 
uses fogging techniques. He 
releases from the ground tosecti- 
ddal gas that floats upwards and 
knocks out all the insects in the 
treetcrps, which then fell into big 
sheets underneath. 

These sorts of methods led Dr 
Erwin to conclude, about IS years 
ago, that there ware 30 m spedes 
on earth, compared with a gener- 
ally accepted figure then of LSm. 
Dr Erwin’s estimates are dis- 
puted but his work focused atten- 
tion on biodiversity and the 
importance of the canopy. 

Other methods of getting to the 
canopy include the use of an 
enormous crane with a 125 ft 
span, and a gondola that can be 
manoeuvred in three dimensions. 
In a few of the world’s forests 
there are fixed, or rope, walk- 


ways that allow scientists to 
study the treetops. 

But these methods have their 
hmitatians because they are res- 
tively fixed .and immobile. Th us , 
despite its importance, the num- 
ber of scientists studying the can- 
opy is small - and to work there 
requires a singular dedication. 

Francis Halle, a tropical bota- 
nist at France’s University of 
Montpellier, and nnips Ebersolt, 
a French architect, devised an 
innovative means of ga t i ng to 
the forest root or what Prof Halle 
describes as “the true face of the 
tropical forest*. 

They designed and constructed 
the “canopy raff* - a platform of 
Inflatable tubing and netting that 
lies unsupported, draped across 
the tops of the trees. Here, scien- 
tists can move around and work 
freely without many of the con- 
straints of the other methods. 

Needing a means of moving the 
raft from site to site, they 
brought in Dany Qeyet-Marrel, 
one of France's top balloon pilots, 
to design and fly a dirigible with 
a manoeuvrable sledge - a 
basket-like contraption - bang- 


daily ritual that would begin an 


hour before dawn in a clearing in 
a forest in French Guyana. We 
would unfold what looked like a 
giant, brightly coloured tent and 
pump hot air into it until it 
turned into an airship. 

By sunrise, we would be flying 
gently over the trees, a green 
ocean of forest stretching to the 
horizon, with mist lingering in 
pockets and monkeys crashing 
throu gh the branches below us. 
In this way, we could move from 
tree to tree, collecting samples as 
we went, cutting and labelling 
branches with the freedom of 
fishermen who have just discov- 
ered boats. 

I was there to investigate 
chemical differences between 
trees at the top of the canopy and 
the same trees lower down. Also 
on the mission were scientists 
from Europe and North America 
- botanists, groups studying ants 
and other canopy insects, insect 


herbivory, tree morphology, and 
more. 

There were even some of the 
world’s top “noses” - ex pe rts 
from a Swiss perfume house 
sniffing their way around the 
canopy looking for new fra- 
grances. 

Later, we would go back into 
the forest at ground level, a very 
different experience. The noise of 
the birds and insnrt* was pierc- 
ing and there was much less light 
under the thick foliage. The raft 
could be accessed from the 
ground using ropes and har- 
nesses , so for the rest of the day 
we clambered about like kids an 
a giant bouncy castle, or worked 
on samples. 

The team is off next to Gabon 
to continue exploration of the 
canopy. The eccentric-looking 
airship and raft are a valiant 
contribution to this mammoth 
task. 

Treetop toolkit 

The dirigible is the largest of Hs 
type bn the world. 

• BaBoon volume: 8,500 8q m 

• Lingth: 51m 

• Height 20m 

• W e i ght 1 tonne 

• Motor: 100 hp 

The raft pictured above is 
hexagonal and 27m in diameter 
with, a surface area of 580 sq m. 

It can stay in place on the 
canopy for several days at a time 
where it can be accessed from 
the ground by ladder. 

Pictured left is the s mailt r 
triangular “sledge" which covers 
30 sq m. It is more 
manoeuvrable and stays 
attached to the dirigible as ft is 
moved from tree to tree. 

Photo&aphs: Roger Le Guen 




tog underneath. 

bing gear - or bring the canopy That was how I came to find 
down to the ground. Early scion- ■ myself participating in a strange 


CHRYSTIA FREELAND 

FILE FROM MOSCOW 

Plagued by snow, 
fire . . . and pukh 



The snowfalls of a six-month winter have given 
way to equally trying blizzards of a different sort 


After six dark and depressing 
months of winter - this year 
painfully prolonged by an April 
snowstorm - Moscow has greeted 
the advent of wanner weather 
and l An ger days with a childish 
delight. Even the usual 
discomforts of 35°C temperatures 
in a metropolis have hardly 
wilted the demob-happy citizens 
enjoying every minute of 
liberation from the straftjaekets 1 
of fur hats and enormous coats. 

But even the legendary 
patience of Moscow's people is 
snapped by one of its more 
bizarre s ummertime maladies - 
the annual onslaught of pukh* 
White and almost as thick as 
cotton, pukh, or fluff; is the 
airborne seed of certain varieties 
of poplar. Every year, from 
mid-May to mid-June, a thick 
blizzard of pukh fills the Moscow 
air, blanketing pavements only 
recently released from snow, 
covering windscreens and 
invading homes opened to let in 
the summer air. 

Muscovites hate it. “Annually, 
Muscovites are sentenced to 
three weeks of torment,” ranted 
Moskovsky Komsomolets, the 
capital’s popular tabloid, 
cnmplafnlng - of millions of red 
eyes and runny noses tortured by 
Hie pukh. 

Moscow’s firefighters have a 
more serious complaint. Light, 
dry and incredibly seductive to 
teenage pyromaniacs, pukh is the 
daily fuel far dozens of city fires. 
Lying in clumps on city 
pavements, pukh lights up with 
all the satisfying drama of a 
C h ri stm as pudding and lets off 
'the whoosh of a firecracker. On a 
hot summer’s evening, everyone 
from the attendants in my office 
parking lot to promenading 
young tnrks can be seen tossing 
matches on piles of pukh. 

“Teenagers really like 
watching the pukh ignite.” 
complains Sergei Kochetov, of 
I the Moscow fire department 


“School is out and one of the 
favourite games for teenagers 
wandering around on the streets 
is to light pukh . " 

And who is responsible for this 
summertime plague? The city’s 
more cynical residents quip that 
it is just God’s way of reminding 
sun-happy Muscovites that even 
though winter has passed, life is 
still a bitter business. If so, then 
God has been working through 
unusual agents, because the 
more direct father of pukh was 
the architect of so much that ails 
Russia - Joseph Stalin. 

In the 1930s, when Stalin threw 
himself into transforming 
provincial Moscow into the 
world’s communist metropolis, 
he sacked the city’s bourgeois 
botanists and put young 
engineers from new Soviet 
forestry Institutes to charge or 
greening the city. Their tree of 
choice was the balsamic poplar, 
the perfect leafy member of the 
harsh but strong new Soviet 
society Stalin was trying to 
forge. 

Andrei Yegorov, a specialist at 
the environmental department of 
the Moscow city government, 
says the balsamic poplar is one of 
the toughest trees around. It can 
survive the harsh Moscow 
winters and the acrid city 
pollution. It grows more quickly 
than other varieties and every 
sapling successfully matures. 

With these Stakhanovite 
virtues, it is no wonder Stalin 
thought Muscovites should be 
willing to tolerate a few weeks of 
pukh. But by the late 1980s, 
Mikhail Gorbachev was to power 
and the rigid Soviet behemoth 
was struggling to adopt a more 
human face. Appropriately 
enough. Mr Yegorov says, it was 
then that the Moscow city 
authorities began developing a 
strategy to eradicate pukh and 
gradually replace the aggressive 
balsamic poplar with more 
benign trees. 


Thanks to these policies Mr 
Yegorov predicts that In 50 years 
time there will be no balsamic 
poplars - and no pukh - left in 
the city. In the meantime the city 
fathers are deploying other 
techniques to control the iimw.il 
invasion of fluff. 

The simplest of these is hosing 
down city streets to keep the 
pukh from blowing around or 
serving as a fircstarter. More 
sophisticated ploys include a sort 
of arboreal contraceptive, a 
chemical spray that prevents the 
trees from creating the seeds in 
the first place, and a seven* 
pruning of all the branches that 
prevents pukh emissions for five 
to seven years, at the cost of 
temporarily reducing the poplars 
to naked trunks. 

Yet the city's buttle with pukh 
is complicated by some of the 
familiar obstacles to reforms of 
all sorts in Russia. The first is 
money. Poplar contraception 
costs Rhs LSI (itop) per tree, and 
Mr Yegorov says not every 
neighbourhood can spare the 
money. Worse still, there may be 
reason to fear that the cure is 
worse than the problem, given 
Russia's reputation when it 
comes to protecting Us people 
from harmful chemicals. 

But the Stalinist poplars are 
winning some vocal friends as 
many Russians tire of the 
dramatic transformation of their 
society and begin to crave the 
certainties of the post. 

One of them is Yekaterina 
Mozalevskaya, a professor at the 
Moscow State University of the 
Forest. Prof Mozalevskaya has 
little patience with the younger 
generation’s griping about pukh 
and thinks Muscovites can easily 
endure a few weeks of airborne 
fluff for the sake of the 
proletarian virtues of the 
balsamic poplar. 

She says; "Just stop 
complaining and take your 
vacuum and vacuum your house. 
We do not like snow and ice 
either but we also have to 
tolerate them." 
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A Renaissance Person 
expects a hotel 
stay to be a rewarding 


experience. 


(Earning points is a good start, 
don’t you think?) 
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Now you can earn Marriott Rewards* points toward free holidays at participating 

Renaissance Hotels and Resorts worldwide. It’s just one of the ways we try to make your stay at 
a Renaissance truly special. You see, we take guest satisfaction very, very seriously. 
y ijkwnntfREwXft .ps" It’s the essence of Renaissance Hospitality?" It means if you make a request, it is 

graciously attended to. No matter what. At Renaissance hotels, you'll enjoy superb dining, 

comfortable accommodation and a warm, inviting atmosphere. At over 70 locations in 23 countries. 

And now you earn Marriott Rewards* points at participating Renaissance Hotels and Resorts worldwide. 

A Renaissance experience is always a rewarding one. Now, more than ever. 

i 

It's time for a Renaissance. 



RENAISSANCE, 

HOTELS AND RESORTS 




Forlts»rvathMS and lafann&M 

As* Australia 1 800 222 431 New Zealand: 0 SCO 441111 
Hong Kong: 2525 9956 Indonesia: 001 800 852 3434 Tokyo: 
81 3 5405 1511 Japan: 0130 22? 332 Malaysia: 800 7706 
$ir«apore-. 800 852 3124 South Korea: 0078 852 1 2436 Taiwan-. 
0800 85 S316 Thailand: 001 800 852 2435 Europe: Austria: 
0800 201 386 brad: 177 4404475 Spain: 900 98 89 17 Portugal: 
0505 44 11 07 England: OGOO-181737 Ireland: 1800-252627 
Switzerland: 155-2620 Sweden: 030-795107 Denrak.- 800-101 13 
Norway: 800-11022 Finland: 9800-14423 German* 0130-81234Q 
France: 0590-6540 Belgium: 0800-13219 Netherlands: 
06-0227337 Italy: 1678-72090 Hungary-. 00800-11914 
Luxembourg: 0800-2270 Intense renaisuncehaMs-CDm 

Ruansuce Locations 

Asto-Pacific? China.- Hang toy; (21 • India.- Gar » Japan.- Gifu. 
Nando, Oteat o. Sapp ao. Tokyo • Korea: Seoul • Malaysia: Kuala 
Lumpur £2). Melaka, Sandakan • Myanmar: Yangoi • Philippines.- 
Mania • Vietnam.- Saigon (2} » United Arab Emirates: Dubai • 
Australia: Sydney • Smspe r Ausfrra: Vienna 12). SHAirg • Czech 
Republic! Prague * France: Pam * Germany: Crtemret Dussektot. 
Hambug. Herdeiburg Karlsruhe, ectopia, Leipzig, Munich • Russia: 
Moscow • Switetand: Zunch « The Netherlands: Amsterdam « 
United Kingdom: tendon • Turkey: Antalya. Istanbul ■ Middle East 
Egypt: Alexandria • Israel: Jerusalem • Mott America; Arizona: 
Scotfcdate • California: intfan Wells, long Beach Los Angeles. San 
Francisco [21 * Colorado: Denva • Washington. D.C. 12) • Florida: 
Crtando (2). SL Petersburg • Georgia: Altana [3). Lake Lamer • 
Hawaii: Maui • Illinois: Chicago, Oak Brook. SpnnfJsM - Maryland; 
Baltimore • Massachusetts: Boston • Missouri: St. Lous • New York: 
New Wvk, While Plains ■ Olio-. Cleveland * Tennessee: Nashwfe • 
Teas: Austin, Dates (2). Houston * Washington: Seattle • Canada: 
British Columbia: Vancouver • Ontario: Niagara Fate - 
SuftAMrie* Bras): Sdo Patio • Can&taa* Dominican Republic.- 
Sarto OormngD » Grenada; 9 Geow's • Jamaica: Qct» Rios • 
U.S. Vkgin Islands: SL Thoms 
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WORLD CUP 


ARGENT IN A HIG H AMBITION AND THE MEANS TO FULFIL IT 
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The Captain’s drill begins to work 

Marcela Mora v ■ field built around Juan about 100 Argentine 

- ‘ , 7 / IMHBW Sebastian Veron and Ariel had gathered outside 

Araujo lOOkS at T I** Orteea. They train and “con- eauad's hotel to chant s 


Marcela Mora y 
Araujo looks at 
how the squad has 
responded to a new 
style of discipline 

IF Argentina's convincing 5-0 
win yesterday oven* Jamaica 
proves to be the springboard 
for a World Cup winning 
campaign, this most 
football-obsessed nation will 
have more than just the 
players to thank. 

Two men In particular 
stand out One is Julio Gron- 
dona, president of the Argen- 
tine Football Association for 
more than 20 years and, as a 
senior Fife official, probably 
the second most important 
man In world football since 
Joseph "Sepp” Blatter was 
elected to the Fifa presi- 
dency two weeks ago. 

Groadona does not always 
like to discuss the past: 
asked about the political cli- 
mate or rumours of bribery 
in 1978, when Argentina won 
the World Cup for the first 
time, he shows the darker 
side of his personality, rais- 
ing his voice and accusing 
all journalists and left- 
wingers of sensationalism 

and gf»mfal . «»glring 

When Argentina won 
again in 1986, victory was 
once mere tainted hy contro- 
versy: Diego Maradona, the 
greatest football player the 
world had seen in a long 
time, had scored a crucial 
goal with his hand. 

The other man is Daniel 
PassareDa, the team captain 
in 1978, when he was known 
as the “Great Captain** to 
distinguish him from the 
military men running the 
country. 

When Argentina returned 
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Hoar -raising perfor ma nce: Argentina’s Ariel Ortega, who scored Ms side's first two goats yesterday AP 


home in 19SM. disgraced after 
Maradona had tested posi- 
tive for banned substances. 
Passarella was the natural 
successor to take charge of 
the national team. A strict 
disciplinarian with little 
time for phxna donnas, Pas- 
sarella rebuilt the side using 
young players he had devel- 


oped at top Argentine club 
River Plate, and excluded 
big-name veterans in spite of 
criticism from press and 
fans. 

The strategy paid hand- 
some dividends during the 
World Cup build-up, as 
Argentina a dmin istered Bra- 
zil's first home defeat in 48 


years, winning a “friendly" 
encounter 1-0 at Rio de 
Janeiro's Maracana Stadium 
on April 29. When the team 
arrived in France, it was 
thus with no thoughts of an 
early return home. 

The squad includes Italian 
Serie A top striker Gabriel 
Batistuta and a creative mid- 


SEN10R PLAYERS VETERANS WITH AN AIR OF INVINCIBILITY 


Golden oldies still in demand 


Peter Aspden on why the men with past 
Work! Cup experience are so valuable 


The lethal elegance of' 
Brazil’s performance against 
Morocco last week was punc- 
tuated by a memorable scene 
of disarray, when the team 
captain 'Duaga- almost came 
to blowa«aath» his-team-mato 

ceded fFTTWIDRSnu a 
gerous position. 

There were differing expla- 
nations for the altercation. 
Some said Bebeto had failed 
to mark his man in the move 
leading up to the free kick: 
others blamed the cherubic 
forward for not standing 
over the boll quickly enough 
after the foul was awarded. 
What is undisputed is the 
vehemence with which 
Dunga made his point: the 
two players had to be physi- 
cally separated. 

Mario Zagallo. the Brazil- 
ian coach, stressed that his 
captain was merely playing 
his part. “Dunga gives the 
orders an the field, it is logi- 
cal that he should remind 
the other players of their 
duties.** it was the clearest 
demonstration yet that the 
M-year-oW midfielder is. os 
former Brazil star Falcao 
has described, the most 
important player in Zagallo's 


squad, in spite of his advanc- 
ing years and loss of pace. 

Every team openly covets 
a Ronaldo, but they would 
do better to find a Dunga. a 
player of experience— this is 
his third World Cup f spirit 
and immense mental tough- 
nesSrTkefe qualities, as 
much as any. win World 
Cups. Most managers appre- 
ciate this. Hence the number 
of players in this tourna- 
ment who might be consid- 
ered past the age of peak 
physical performance. 

Managers cling to ageing 
stars and World Cup veter- 
ans. Captains who have 
lifted the trophy once - 
Dunga. Germany's Lot ha r 
Matthaus - are imbued with 
an air of invincibility. 

The 37-year-old Matthaus, 
alongside Italy's Giuseppe 
Bcrgomi among France OS's 
elders. First appeared in the 
ISsK World Cup. and tn yes- 
terday’s match against 
Yugoslavia marie a record- 
breaking ’J2nd World Cup 
appearance. He came on at 
haU-tlmL- and claimed the 
record hr had previously 
shared with his compatriot 
Uue See for. Argentina's 
Diego Maradona and 


Poland’s Wladislaw Zmuda, 

His recall to the squad sur- 
prised many, particularly in 
view of his much-publicised 
feud with J Organ Klins- 
mann, but the German coach 
Berti Vogts appears to have 
pulled off a masterstroke: 
the public reconciliation 
between the two players has 
injected a spirit of camerad- 
erie in a team already famed 
for precisely that quality. 

Klinsmann has certainly 
made a stirring start, with a 
spring-heeled assist and a 
polished goal in his team's 
opener against the US. and 
playing his part in yester- 
day's Gghtback. Playing in 
this World Cup has meant 
everything to Klinsmann: it 
was why he left Sampdoria. 
where he was not guaran- 
teed a first-team place, pre- 
ferring to adopt a high- 
profile role in a low-perform- 
ing Tottenham team. 

He was injured for much 
of the season, but timed his 
return to form clinically to 
help his side out of the rele- 
gation zone and arrive fresh 
fur the World Cup. Asked 
about the discrepancy 
between his troubled season 
in England and his form in 
France, one seasoned Ger- 
man international teasingly 
described Klinsmann's most 


field built around Juan 
Sebastian Veron and Ariel 
Ortega. They train and "con- 
centrate" In a sports com- 
plex five Kilometres outside 
Saint Etienne where press 
access is restricted to the 
twice-weekly minimum 
imposed by.Fife. 

Tactical training takes 
place on a small pitch 
screened off by green can- 
vas, making it virtually 
impossible for the press even 
to glimpse what is going an. 
Resorting to paparazzi tac- 
tics, film crews climbing on 
the roofs of nearby garages 
found their film confiscated 
by the French police a few 
days after the squad had 
moved in. 

The players have no con- 
tact with wives, girlfriends, 
friends or journalists — an 
end to individual Interviews 
with the latter was endorsed 
by the players themselves 
follow ing their unhappiness 
at some stories printed in 
Argentine newspapers. 

All this secrecy and shel- 
tering of PassareOa’s players 
led many to assume a superb 
master plan was taking 
shape. But the opening game 
left a lot to be desired, as 
Japan - regarded by mast 
Argentines since the draw as 
a bit of a joke - had some of 
the most expensive players 
in top-flight football worry- 
ing for 90 minutes. 

Yesterday, however. Pas- 
sarella will have breathed a 
sigh of relief after the 
thrashing of Jamaica. With 
Batistuta scoring the compe- 
tition's first hat-trick, and 
Ortega knocking in the cru- 
cial first two goals, the team 
did much to restore its sta- 
tus as one of the favourites 
for the tournament 

Before the Japan game. 


recent spell with Tottenham 
as “pre-season training". 

Other oldies to impress so 
for have been Italy’s 31-year- 
old Roberto Baggio, pressed 
into service to replace bis 
injured successor Alessandro 
Del Piero and obliging with 
a goal and two assists; Scot- 
land's veteran goalkeeper 
Jim Leighton, at 39 the old- 
est player In the tourna- 
ment and looking as though 
he has put that fateful error 
against Brazil in 1990 behind 
him; and Austria's 34-year- 
old forward Toni Polster. 
who blasted his injury-time 
equaliser against Cameroon 
with such youthful exuber- 
ance be nearly hit the roof of 
the stand instead of the goaL 

Others have fared less 
well: Romania’s Gbeorghe 
Hagi and Bulgaria's Hristo 
Stoichkov have not 
impressed, possibly sur- 
rounded by too many team- 
mates of theLr generation. 
Veterans do not work well in 
packs. This tournament also 
looked one World Cup too 
far for Colombia's 36-year-old 
Carlos Volderrama during 
their defeat by Romania. 

Spain's goalkeeper Andoni 
Zubizarreta. 36. has commit- 
ted the crassest error of the 
tournament so for, an own 
goal that turned the game 
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Stirring stuff: Jurgen KBnsmann in determined mood ymtanfaqr AP 


against Nigeria and which 
appears to have Irrevocably 
traumatised his side. 

So experience can cut both 
ways. The most a coach can 
hope is that a player who 
has appeared In a previous 
World Cap has some under- 
standing of the tournament’s 
unique intensity. Perhaps 
this is most evident in its 
absence: the petulant stamp 
France's Zinedine Zidane 
inflicted on his marker in 
the match against Saudi 
Arabia, which has cost him a 
two-match ban, betrayed his 
inability to cope with the 


pressure of being the host 
nation's key player. 

It was reminiscent of the 
kick a young, frustrated 
Diego Maradona aimed at a 
Brazilian opponent in the 
1982 tou rnament, which also 
resulted in a sending off. 
Maradona too had been 
hyped to the heavens. It was 
not until four years later 
that he was able to impose 
his ga m e on the world. 

The whole of France will 
be hoping Zidane, who turns 
26 tomorrow, takes rather 
less time to take in the les- 
sons of experience. 


GROUP TABLES 


GROUP A 


GROUP B 
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220060 6 
220041 6 
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about 100 Argentine fans 
had gathered outside the 
squad's hotel to chant abuse 
at the federation president 
because of the ticket short- 
age and the high prices 
charged on the black mar- 
ket 

Grondona stepped outside 
fearlessly and explained that 
the problem with the tickets 
was universal - he had none 
to give, sell or tout Argen- 
tina would get more seats 
for the second and third 
rounds, he said, and would 
sell these in Paris. Only 35 
people put their names down 
on a list. “Thirty-five” says 
Grondona, “and then you 
journalists talk about 
10.000." 

He is right about press 
exaggeration. Everyone had 
been expecting an army of 
Barras Braoas - Argentina’s 
version of hooligans - to 
cause havoc In France. 
Instead, it is the English and 
Germans who have grabbed 
all the headlines. Asked 
whether a potential second- 
round match between Argen- 
tina and England would 
require special precautions, 
Grondona replies sharply: 
“We don't even know if the 
game will take place and 
you're already promoting 
the idea that if they play, 
there will be trouble.” 

So how does he rate 
Argentina’s chances? “As 
always. We have changed 
dramatically in the last 20 
years. We no longer say 
we're the best Rather, we 
act with humility, and we do 
things by giving 100 per cent 
of ourselves. The current 
players and the technical 
team are complying- beauti- 
fully with this notion.” 

Yesterday's performance 
will certainly have helped. 




WEEKEND ROUND-UP 


Two more sides qualify as 
Germany fight back again 
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Argartlna 

OTd^rrnany come^frorT)^ 
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iBfif Jg i Santrac’s aide were simply 

unrecognisable froi n^th e^team 

narrowest of margins. For 70 
minutes yesterday In Lens they gave the European champions 
a footbalBng lesson with their neat, patient passing game. 
buBding up a two-goal lead through Dejan Stankovlc (above) 
and captain Dragan Stojkovic. But this merely set the sc ene to r 
a classic German fightback - Michael Tamat, with a deflected 
tree kick, and Oliver Biertioff wiping out the arrears. Villain of 
the piece for the Germans was Marseilles goalkeeper Andreas 
KSpfce, who was at feuK over both goals. 

The match was also noteworthy for the first appearance at 
France 98, as a second-half substitute, of Lothar Matthaus, 
participating in his fifth World Cup. But the Bayern MOnich 
player achieved little in winning his 125th cap besides a yellow 
card - the only one of a good-spirited match. JOrgen 
KBnsmann, the Germans’ taHsmanic striker, was stretchered off 
minutes from the end unconscious, but soon recovered. 

In Paris, Florentine striker Gabriel Batistuta helped himself to 
the compe ti tion's first hat-trick as Argentina swept aside 
Jamaica's Reggae Boyz In one of the most convincing wins so 
far. Ariel Ortega scored the other two Argentine goals, in a 
game that also saw the name of Derby County's Darryl Powell 
added to the growing list of players sent off. Daniel Passarella's 
team had to battle hard in the match's early stages, but turned 
on the style after half-time as 10-man Jamaica lost heart In the 
same group, Davor Suker's 77th -minute strike was enough to 
give Croatia victory in Nantes on Saturday against a 
hard-running but unimaginative Japan. 

Abo on Saturday, Belgium and Mexico fought out an 
entertaining 2-2 draw at Bordeaux In Group E, although the 
game was marred by two more sendings off. Goals by Alberto 
Garda Aspe with a penalty and Cuauhtemoc Blanco cancelled 
out a double by the burly Marc WHmots. Both expulsions - of 
Mexico's Pavel Pardo and Belgium's Gait Verheyen - looked 
harsh, although technically justified under the new guidelines 
for punishing tackles from behind. Holland found thair shooting 
boots after their draw with Belgium, overpowering South Korea 
5-0. Philip Cocu. Marc Overmars, Dennis Bergkamp, Pierre Van 
Hooqdonk and Ronald De Boer were the scorers. The result 
leaves Guus Hiddink’s men needing just a draw from their last 
match with Mexico to ensure qualification. With Belgium's last 
group match being against South Korea, three teams could, 
finish on five points. David Owen 


IN BRIEF '■ 

German fans held after scuffles 

, Hundreds of German fans, some members of extreme rightwing 
groups, were Involved in scuffles with police at Lens yesterday 
before and after their country's match with Yugoslavia. Police 
used tear gas and dogs to deal with the trouble near the ■ 
stadium. About 50 people were arrested, and a French 
policeman was in a -coma after being hit on the head by an iron 
bar. David Owen 

• An English football hooflgan with a history of violent 
conduct was deported from France on Saturday. Martin 
Townsend, 25, from the Manchester area, was expelled after 
arriving In Paris on the Eurostar train from Waterloo. 

• South Korea coach Cha Bum-kun was sacked yesterday 
following the team’s 5-0-defeat by Holland on Saturday and 
their eflmlnatkxi from the competition. Saudi Arabia's coach 
Carlos Alberto Pwreira was also dismissed at the weekend I 
following the side's elimination. 


TODAY’S GAMES 


• COLOMBIA V TUNISIA, 17.30*, MONTPELLIER, GROUP 
G, Colombia are favourites on paper, but now that they are 
without banished striker Faustfno Asprilia, this must be 
Tunisia’s best chance to register some World Cup points. 

• ROMANIA V ENGLAND, 21.00, TOULOUSE, GROUP G. 
The dash of what many regard as the likely qualifiers from this 
group. England win have their work cut out against the seeded 
Romanians, boasting the talents of Hagi, Pstrescu and Ilia 
'Local kick-off times (QMT + 2 hours). One hour earlier in UK. 


NUMBERS^ SO FAR 

Goals total 73 SentSngs off 

Bookings 109 Penalties 
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For latest World Cup news 

www.FT.com/ wcrldcup98 
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tecWlogical juggling. 
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(^oox dinating ike activities of over 12,000 \fodd Cup OS tke single biggest sports event even 
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workstations and 65 servers across France. It’s 44-181-754-4822. Or visit ug at www eda com 
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FINANCIAL TIMES SURVEY 


Ghana 


Under a ‘born again’ democrat the 
country has recovered some economic 
health. But growth and investment are 
* flagging, writes Quentin Peel 


Return to the 
IMF embrace 


Flight Lieutenant Jerry John 
Rawlings has always seemed 
a pretty remarkable convert 
to capitalism, let alone 
democracy. 

When he first seized power 
in Ghana on June 4 1979, at 
the head of a band of 
half-baked revolutionaries, 
he espoused a brand of grass 
roots socialism, mixed with 
a crusading zeal to root out 
corruption- When he seized 
power for the second time, 
on December 31 1981. having 
decided that the restoration 
of democracy had failed, he 
launched a form of holy war 
against the country’s busi- 
ness class. 

Yet since those early days 
of revolutionary zeal, which 
rapidly reduced an already 
bankrupt country to a state 
of economic collapse, he has 
presided over the longest 
period of political stability 
Ghana has known since it 
became sub-Saharan Africa's 
first independent state in 
1957. 

He launched the country 
on a path of economic 
reform, guided by the World 
Bank and the International 
Monetary. Fund, gradually 
dismantling the ossified 
. structures of state control, 
and reviving its market 
economy. In 1992 he brought 
it back to democracy. 

When Bill Clinton, the US 
president, chose Ghana as 
the first stop of his 12-day 
tour of Africa-last March, 
and embraced President 
Rawlings at a rally in 
Accra’s Independence 
Square, it was the ultimate 
accolade of the western 
world. 

On the very same day. 
March 23, the IMF agreed to 
resume its Enhanced Struc- 
tural Adjustment Facility, 
suspended for the previous 
18 months because of a 
return to fiscal irresponsibil- 
ity, clearing the way for 
financial support from aid 
donors totalling J1.6bn in 
1998 and 1999. It seemed a 
happy, if surprising; coinci- 
dence. 

Yet all is not quite so rosy. 
For a start, Ghana is facing 
an acute energy crisis, with 
power cuts across the coun- 
try of 12 hours a day because 
drought has caused the level 
of Lake Volta, behind the 
mighty Akoeombo dam, to 
fell below the danger level. 
The hydro-electric plant 


which should provide 80 per 
cent of the country's power 
is functionfog at only a frac- 
tion of capacity, and emer- 
gency generating sets have 
been hired - at considerable 
expense - to boost supplies. 
The era of cheap power in 
Ghana may be over. 

The IMF programme is 
based on a series of assump- 
tions. not least for govern- 
ment revenues, which seem 
certain to prove very tough 
to deliver in a slow growth 
climate. The fund has also 
revised its estimate of last 
year’s growth rate of gross 
domestic product, down 
from 5.1 per cent to 3 per 
cent. Independent analysts 
believe infla tion js still run- 
ning at more than 30 per 
cent, against an official esti- 
mate of under 20 per cent, 
and they regard a year-end 
target of 9.5 per cent as quite 
unrealistic. 

Meanwhile, private invest- 
ment, both domestic and for- 
eign. remains stubbornly 
low, discouraged both by 
interest rates of over 40 per 
cent, and continuing uncer- 
tainty over the Investment 
climate. The IMF is project- 
ing a halving of aid flows 
during the coming decade, to 
be replaced by private 
investment, but as yet there 
is no sign of that process 
taking off 

Tensions remain within 
the Ghanaian government 
over the desirability of all 
the conditions the IMF has 
laid down for its programme, 
let alone their feasibility. 

“’We don’t agree with all 
the conditionalities,” says 
Professor John Atta Mills, 
Ghana’s vice-president, who 
was this month formally 
endorsed by Jerry Rawlings 
as bis chosen successor. 
“The liberalisation of cocoa, 
for a start we don’t think is 
right to do now." 

Yet the government is 
committed to offering for 
sale Produce Buying Com- 
pany - the internal purchas- 
ing arm of Cocobod, the 
state cocoa board - by the 
end of June, along with two 
strategic energy invest- 
ments, the Tema oil refinery, 
and the Ghana Oil Company 
(Goil). 

The rest of the programme 
includes an overhaul of taxa- 
tion and the introduction of 
value added tax before the 
end of the year in an attempt 


to broaden the revenue base 

A previous attempt to 
introduce VAT was aban- 
doned in 1995 in the face of 
fierce popular resistance. On 
this occasion the rate has 
been reduced to 10 per cent 
- in place of a 15 par cent 
sales tax - in an effort to 
make it more palatable. But 
economists fear the result 
could be lows* revenues for 
the state, while still precipit- 
ating a once-off inflationary 
shock when toe changeover 
happens in December. 

Against those concerns 
about the implementation of 
budgetary diarfpiinp must be 
set the very real progress 
Ghana has made over the 
past 15 years in reviving toe 
absolute levels of economic 
activity, improving the coun- 
try’s transport and commu- 
nications infrastructure, nnii 
deregulating the activities of 
the private sector. 

- Both roads and telecom- 
munications bear no resem- 
blance to the chaotic situa- 
tion which reigned in 1983. 
Most industry was then 
operating at a tiny fraction 
of capacity - the Star brew- 
ery in Kumasi, for example, 
was producing only 5 per 
cent of its capability. Petrol 
was in chronically short sup- 
ply, telephone lines were 
unavailable, or unobtaina- 
ble. 

- Today the greatest prob- 

lem in Accra is traffic con- 
gestion, caused by a'Combi- 
n at ion of 

rapidly-increesingly vehicle 
numbers and a rash of road 
reconstruction and building 
works. International direct 
dialling is efficient even if 
there is still a long backlog 
of demand for telephone 
lines. The partial privatisa- 
tion of Ghana Telecom, the 
introduction of a wholly pri- 
vate competitor, and three 
mobile phone companies, as 
well as internet service pro- 
viders, is transforming tele- 
communications. 

The political process in 
Ghana Is also maturing, 
with an increasingly vocal 
opposition in parliament 
seeking to call the govern- 
ment and its ministers to 
order. 

“I think the political struc- 
ture is becoming more 
entrenched," says Edward 
Bryan, the retiring US 
ambassador. “We will see 
the Fourth Republic consti- 


15 THE ECONOMY • by Tony Hawkins 


Sobering experience 


The immediate 
task is to manage 
a transition 
to fiscal 

sustainability 


Oversold by the donor 
community at the end of the 
1980s as an economic miracle 
and role model for sub-Saha- 
ran Africa, Ghana’s disap- 
pointing economic perfor- 
mance during the 1990s has 
been a sobering experience 

foralL . „ . 

The government s Vision 
2020 goal of middle income 
status by 2020 implies GUP 
growth of 8 per cent and 
more annually, which In 
turn is dependent on some 
crucial, but as yet elusive, 
inputs - a five-fold increase 
in private sector investment 
from 4 per cent to 20P^ 
cent of GDP. much of which 
will have to be foreign capi- 


tal. 


In the 1990s GDP recovery, 
rather than growth, OT « 
cent annually has depended 
on public sector investment, 
much of it donor-funded 
infrastructure spending, 
which along with 
tion. deregulation and priva- 
tisation is creating a Plat- 
form for sustained growth m 
the 2lst century- 
As Mr Kofi Bucknor, one 
of the many bright Ghanaian 
entrepreneurs who having 
served his apprenticeship 


abroad is now back in Ghana 
as managing director of Cal 
Merchant Bank, says; “The 
platform is there. The ques- 
tion now is whether we have 
the expertise, capacity and 
skills to take off." 

The challenges are formi- 
dable. The immediate task - 
centrepiece of the recently- 
reinstated IMF programme - 
is to manage a transition 
from large budget deficits to 
fiscal sustainability, chiefly 
by cutting public sp en di n g 
hut underpinned by some 
increase in revenues. 

In question Is whether toe 
planned reduction in public 
spending from 2&5 per cent 
of GDP last year to 25 per 
cent by 2000 is compatible 
with creating the enabling 
environment necessary to 
spur private investment If 
the past is a reliable guide, 
spending targets will be for- 
gotten in election year 
(2000) as in 1962 and 1996. 

The government’s task is 
made no simpler by toe rela- 
tive social failure of eco- 
nomic reform. While the 
World Bank says poverty 
declined In the early I99te. 
Ghana remains a highly 

inequitable society. “The 
poorest 20 per cent of toe 
population receives only II 
nei* cent of health and 16 per 
cent of education expendi- 
tures, while the wealthiest 
20 per cent receives 34 per 
cent and 21 per cent respec- 
tively.’’ according to a World 


Bank report. Spending cuts 
must therefore be carefully 
crafted to improve the lot of 
the poor - itself no easy 

fault 

Over the next few years, 
too. Ghanaians must expect 
a 150 per cent increase in 
electricity tariffs as toe 
country shifts from subsi- 
dised to realistic energy 
prices. This will not only 
impact severely on the poor, 
but influence investment 
decisions and competitive- 
ness, especially in manufac- 
turing and mining . 

Formidable though they 
are. these challenges are 
minor when set against that 
of raising private sector 
investment from the 1990s 
average of 4.5 per cent of 
GDP to over 20 per cent. To 
achieve this, national 
savings levels - which at 12 
per cent of GDP are lower 
even tom is the mid-1970s - 
will have to Increase dramat- 
ically, as will nei foreign 
direct investment which has 
averaged only annually 
In the 199%. 

The strategy underpinning 
the IMF programme - and 
conventional wisdom - 
holds that as public 
spending and toe fiscal defi- 
cit are cot so private enter- 
prise will no longer be 
“crowded out” of the capital 
markets, inflation and inter- 
est rates will fall, and invest 


Continued on Page 2 
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tution survive. Parliament is 
beginning to tackle real 
issues. The judiciary is still 
very weak, but there is a 
wider acceptance that it has 
got a central role to play. 

“I wouldn’t say President 
Rawlings was a democrat 
from early on, but be bas 
sort of persuaded himself 
recently that there is no via- 
ble alternative to a more 
open society. He Is some- 
thing of a born-again demo- 
crat." 

His opponents are not yet 


so convinced. "I don’t know 
what he is really," says John 
Kufuor, the defeated presi- 
dential candidate of the 
opposition New Patriotic 
Party in 1966. “Fidel Castro 
remains his idoL His closest 
advisers have been card-car- 
rying communists." 

In spite of President Rawl- 
ings’ decision to name his 
vice-president as the best 
man to succeed him in 2000, 
when he must step down 
after two elected terms in 
office, some still believe he 


will seek to change toe con- 
stitution for a third term, or 
promote his politicaDy-pow- 
erful wife Nana Konadu 
Rawlings for the presidency 
or rice-presidency. 

Professor Mills, a law pro- 
fessor who could never be 
described as a would-be revo- 
lutionary, has been given 
the task of overseeing Gha- 
na’s economic development 
and campaigning for more 
foreign investment. He puts 
his ambitions for the presi- 
dency largely in terms of 


loyalty- to Rawlings. “He bas 
sacrificed his life and his ail 
for this country.” he says. 

A senior western diplomat is 
convinced that the president 
is keen to quit. “He is obvi- 
ously frustrated that Ghana 
is still not up today to the 
per capita income level it 
was at in 1957," he said. "But 
he is very tired, and that 
probably shows. He has hon- 
estly come to the conclusion 
that he has been in toe sad- 
dle long enough" 

The worry for Ghana's 


backers in the IMF and the 
World Bank is that the 
struggle for toe succession 
will be unleashed with a 
vengeance from the middle 
of 1999. if uot sooner, and 
distract the government 
from toe path of budgetary 
rigour. But they remain con- 
vinced they are heading in 
toe right direction. 

“They are doing a lot of 
things right." soys Kim Har- 
nack. the IMF country direc- 
tor in Accra. “We certainly 
wish them well.” 
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High rates choke investment 


The cost of 
borrowing is one 
of the chief 
problems facing 
manufacturing 

“Manufacturing Industry is 
supposed to be the engine of 
growth in the 2 1st century, 
but it is just not getting 
enough fuel,” warns Dr Jus- 
tice Addison, president of 
the Association of Ghana 
Industries (AGI). 

He was referring not just 
to the energy crisis which 
seems certain to result in a 
sharp fan in manufacturing 
output during 1938, but also 
to what he. and other indus- 
trialists. warn is the govern- 
ment's failure to create a 
sufficiently enabling envi- 
ronment for private enter- 
prise. 

Industry’s three immediate 
worries are the energy crisis, 
which the government says 
should be resolved by the 
end of the year, punitive 
nominal and real Interest 
rates, and the failure of the 
Economic Community of 
West African States (Eco- 
was) to implement agreed 
trade protocols that would 
widen the market and 
attract foreign investors. 

Although the AGI believes 
that manufacturing output 
may have fallen by one-third 
or more in the first half of 
1996 because of power cuts, 
the picture is for from uni- 
form, with some companies 
actually increasing produc- 


tion, while others, who were 
operating at SO per cent of 
capacity even before the cri- 
sis broke six months ago, are 
managing to maintain out- 
put. 

The main casualty has 
been the country’s largest 
industrial user, Volta Alu- 
minium Company (Valeo), 
which has closed four of its 
five potlines, as a result of 
which it has released elec- 
tricity for other users, 
though only at the cost of 
lost jobs and exports, along 
with increased imports of 
aluminium to meet domestic 
demand. 

Generalisations are mis- 
leading. Mr Mike McGrath, 
commercial director of Uni- 
lever Ghana says that even 
with Ghana's small market, 
his company vies for third 
place in size with Kenya and 
Cote d'Ivoire - after South 
Africa and Nigeria - in the 
multinationals’ African sta- 
ble. 

Despite the power crisis 
and falling disposable 
Incomes, volumes are up 15 
per cent this year and the 
group has already met its 
1998 profit targets. Although 
inflation at the factory is 
close to 35 per cent, "sweat- 
ing the assets” in the form of 
lower unit costs has boosted 
the bottom line. 

Industrialists say that, 
after a dreadful second quar- 
ter, the power supply situa- 
tion is improving as thermal 
power is brought on stream 
and users install their own 
generators. But there will be 


severe knock-on effects in 
terms of increased imports 
of fuel and generators and 
higher energy costs, which 
are set to rise 150 per cent 
over the next few years. 

Yet because the supply 
problem is seen as essen- 
tially short-term and indus- 
try has long acknowledged 
the inevitability of increased 
electricity tariffs, Mr 
Addison is more concerned 
about the impact of high 
interest rates. “Who can 
afford to invest at Interest 
rates of 40 per cent and 
more?” he asks. 

But rates are unlikely to 
foil much if - as industrial- 
ists insist - underlying infla- 
tion remains around 30 per 
cent - well above the offi- 
cially-calculated February 
figure of 19.6 per cent Nor Is 
there any guarantee that 
lower interest rates will 
prime the industrial invest- 
ment pump as the govern- 
ment hopes. 

In the mid-1970s manufac- 
turing accounted for some 14 
per cent of GDP, but this fell 
to around 8 per cent in 1980 
and today the sector still 
accounts for less than 10 per 
cent If the official numbers 
are right - and it is a big If 
- while the volume of indus- 
trial production has almost 
doubled since 1990, output 
last year was still only 20 per 
cent higher than 20 years 
ago. 

This is scarcely the profile 
of an “engine of growth”, 
and on the eve of the millen- 
nium it Is not easy to see 


where and how Ghana will 
develop world-class competi- 
tive manufacturing busi- 
nesses. 

The government sees 
potential in four sectors - 
clothing, wood products and 
furniture, agro-industry, and 
packaging, but the AGI 
warns that the country lades 
the critical mass necessary 
to attract the kind of foreign 
direct Investment needed to 
transform the industrial sec- 
tor. 

Along with many other 
African governments Ghana 
is going the export zone 
route designed to “transform 
Ghana into the Gateway to 
Africa”. An export process- 
ing zone has been estab- 
lished at Tema and other 
sites identified at Takoradi, 
Kumasi and the Volta 
region. In the first 18 months 

Of the prog ramme , some 46 

projects were registered, 
more than half of which are 
in operation. 

The key attractions 
include a 10-year tax holiday 
followed by a mmomum cor- 
porate tax rate of 8 per cent, 
exemption from withholding 
tarns on dividends, 100 per 
cent foreign ownership, and 
a minimum wage rate of $1 a 
day. 

Industrialists are sceptical, 
arguing tomum is more 
likely to attract footloose 
industries if the trade proto- 
cols for the Ecowas tree 
trade area, covering some 
250m people, were fully 
Im plemented 

A second - valuable - pol- 


icy thrust is the programme 
with the United Nations to 
foster small-scale businesses 
by running a sub- con tractin g 
programme designed to 
“unbundle" the advantages 
of scale economies, thereby 

matring th orn av ailab le to 
grT^TI and frimn mlCTO-enteri 

prises. 

Such programmes are 
unlikely, however, to trans- 
fbnn the m anufacturing sec- 
tor, whose future lies with 
increased foreign direct 

investment (FDI) by multma- 
tzopaK Since 1594 the Ghana 
Investment Centre has regis- 
tered more than GOO projects 
with a total investment 
value of Sl.lSbn. This 
excludes both TniTijpg pro- 
jects, which are handled sep- 
arately. and investments by 
local companies which do 
not necessarily go through 
the Centre. 

There are no accurate fig- 
ures of just how many regis- 
tered projects are actually 
Implemented, but Stephen 
Osel-Yeboah. principal 
investment officer at the 
centre, estimates that some 
55 to GO per cent of regis- 
tered projects go ahead. 

Services - especially sup- 
port services for mining but 
also financial services - 
dominate, accounting for 
almost 60 per cent of the 
total, while manufacturing's 
share is a very modest 21 per 
cent and agriculture 10 per 
cent. Tourism, which many 
in government see as a 
growth sector, accounts for 
less than l per cent. 


Privatisation 

Accelerated privatisation is 
a key condition in the 1998 
IMF programme, with the 
government due to put 
three core panwtatals - the 
cocoa Produce Baying Co, 
Tema Oil Refinery and the 
Ghana Oil Company - on 
the market by the end of 
June. 

Calling for tenders and 
actually privatising the 
state enterprises are two 
very different things. 

Officials at Ghana's 
privatisation agency - the 


process is taking much longer than expected 


,’r 


Divestiture Implement 
Committee - say that the 
process of “outsourcing” 
divestitures to the private 
sector - via merchant 
banks, management 
consultants and 
accountancy firms - has 
turned out to be a much 
longer process than the 
eight or nine mouths which 

Were ori ginally envisaged. 

The implication is that 
the target of 20 
privatisations. Including 
heavyweights such as 


Tema, PBC, GOC, the 
National Investment Bank 
and the State Insurance 
Carp, are unlikely to be 
finalised during 1998. 

Of the 350 parastatals 
identified 10 years ago, 
more than 120 have been 
sold or liquidated In more 
than 200 transactions. 

Sales Mih year include 
the pharmaceutical and 
bottling subs i diaries of the 
state-owned industrial 
holding company, Gihoc, 
far over 512m. a 40 per cent 


stake in Twite palm oil 
plantation to Unfiever tor 
58m. and 30 per cent of the 
government’s 40 par cent 
bolding in Barclays Bank of 
Ghana far $9 -5m. 

Ike plan is to find 
strategic partners, often : 
foreign investors, to tatty 30 

per cent to 40 p« cent of a . - 

company's equity and ■. 
stipulate that a mhwrlty 
stake be offered to Investors 
via the stock market, 
leaving the state with a. 
minority holding. 


In thegovartmuaifs --'ji 
reform programme, .. •'>' • 
privatisation recefpfoare , . ! 
put at only 1 -per cent of 
GDP over the 1996-2000 
period, underlining the foct 
that the realslgniOcanchof 
the programme is mi mvi n g 
thestate fromaciiyitiesif \ 
khouldneverhave entered 
anyway, thereby ending; -■ 
open, and bidden sobsfcdtiMi.; . 
and enhancing efficiency • / 
and productivity. :! .. 

Tony Hawkins 


Economy offers 
many challenges 


Continued from Page l 


meat and growth take off 
Not everyone shares this 
view. According to the 
authoritative Centre for Pol- 
icy Analysis (Cepa), “the 
1998 package is not credible 
and its objectives are unat- 
tainable”. It warns of “an 
uncomfortably exclusive reli- 
ance an the ariwrtwia trat fa fr 
machinery to both deliver 
higher revenue and contain 
expenditure pressures”, and 
faults the IMF and the gov- 
ernment for “a lack of real- 
ism” over the Impact of the 



energy crisis, the effect of 
which, has been underesti- 
mated. 


1998. Few expect these tar- 
gets to be met 
Exchange rate policy is 
another controversial area. 


with critics warning that 
Ghana needs real exchange 
rate depredation to boost 


economy really has readied 
take-off while pessimists 
warn that history is about to 
repeat itself, predicting that 
the economy will veer off 


course again tn the run-up to 
the elections in 2000- 

Even the optimists are 
unsure what will drive the 
economy. Mining is off the 

boil agriculture - account- 
ing for over 4Q per cent of 
GDP - will continue to 
expand but at no more than 
half the targeted 6 per cent 
growth rate, tourism is a 
tiny player, while there is 
little in manufacturing’s 
trad: record to suggest that 
it has the skills and technol- 
ogy to become globally com- 
petitive. 

That past, overblown, 
expectations should have 
given way to more sober 
appraisals is no bad thing- 
Even, the World Bank, now 
concedes that given the “fra- 
gility of Ghana's fiscal 
adjustment” and the prob- 
lems now faced in accelerat- 
ing growth, the country 
should not be “oversold” as 
a success story. 

A "National Capacity 
Assessment" undertaken by 
Ghanaian experts concludes 
that “Ghana's capacity to 
handle various technical and 
managerial activities in most 
sectors of the economy has 
worsened over the last two 
decades, while efforts to 
rebuild these have not been 
successful”. 

All of this suggests that 
the laudable target of middle 
income status by 2020 is very 
unlikely to be met and that 
continued growth of around 
4J> per cent annually will, 
while consolidating the 
recovery, fall well short of 
Asian Tiger-style growth 
rates. 


Many businessmen ques- 
tion whether replacing the 
15 per cent sales tax with the 
re-introduced VAT at only 10 
per cent at the end of 1998 
will be as “revenue neutral" 
as claimed, arguing also that 
VAT will bring a once-off 
rise in prices. Bankers won- 
dor whether the fiscal posi- 
tion. really is improving as 
claimed, pointing to rising 
arrears in government pay- 
ments. 

There are questianmarks, 
too, over the government's 
growt h projections, with the 
IMF estimating 1997 GDP 
growth at only 3 per cent (5.1 
per cent in the budget) and 
downgrading its 1998 fore- 
cast to no more than 4 per 
cent from the programmed 
5.6 per cent. 

Dr Joe Abbey, director of 
Cepam, believes the energy 
crisis will wipe out most - if 
not all - of this, so that 1998 
win be a very flat year. 

The IMF programme. Is 
both onerous and ambitious, 
setting reform as well as 
macroeconomic targets that 
will be difficult to satisfy. 
These Include offering the 
state-owned Cocoa Produce 
Buying Co, the Tema Oil 
Refinery, and the Ghana OQ 
Company far sale by tbs end 
of this month, privatising at 
least 20 parastatals and sell- 
ing at least 60 pa - cent of the 
shares In the National 
Investment Bank during 


the export drive. Over, the 
past year, the cedi has deval- 
ued 8 per cent against the 
dollar, while prices of two of 
its main exports, gold and 
timber, have weakened and 
domestic inflation has aver- 
aged 30 per cart To retain, 
let alone enhance, competi- 
tiveness, depreciation of the 
cedi of around 25 per cent 
will be needed, pointing to a 
sharp weakening in the cur- 
rency over the next year. 

Analysts such as Dr Abbey 
worry that the currency is 
being underpinned by 
short-term capital inflows 
hulled by high interest rates 
and the stock market boom, 
but a striking feature of the 
bal ance-of-payments is the 
high level of Inward remit- 
tances by expatriate and 
returning Ghanaians. Such 
transfers are averaging 
yagnm annually, «*» g ht Bhiph 
the inflow of foreign invest- 
ment. That midi of this is 
being invested - in real 
estate and faminBMAg - is 
clear, suggesting that the 
official investment numbers 
understate the position. 

Analysis and policy- 
making is bedevilled by the 
poverty, not to say unrelia- 
bility, of official statistics. It 
is not surprising, therefore, 
that there should be such 
divergent assessments, with 
optimists confident that the 
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ENERGY * by Quentin Peel 

Drought 
turns off 
vital tap 




Power crisis has 
crippled industry 
and forced the 
government into 
urgent action 

They used to boast that the 
mighty Akosombo dar^ 
across the Volta river had 
created the largest man- 
made lake in the world. No 
longer. 

When the lake was filled 
in 1968 it covered 3.275 
square miles and stretched 
more than half the length of 
Ghana, north to south. It 
transformed the life of an 
entire region and held out 
the promise of almost 
unlimited cheap power for 
the Whole country. 

Today you no longer hear 
that boast, for drought has 
reduced Lake Volta toy a 
half. In size and volume, and 
caused an unprecedented 
power crisis in the country. 

For the past four months 
all but the most vital 
industries have been 
reduced to drastic power 
rationing - 12 hours on and 
12 hours off. 

A frantic exercise has been 
under way to find 
alternative sources of 
electricity. from 
neighbouring states, mobile 
generating sets, and a 
drastic acceleration in plans 
for thermal power to 
complement Akosombo’s 
much-depleted hydro- 
electricity. 

Solutions to the crisis are 
today in sight, with enough 
electricity from emergency 
sources for most of the 
country’s industry - the 
mines and • the main 
industrial estates - to be 
operating normally by the 
end of June and for the 
remainder of consumers by 
the end of November. But 
the power they receive will 
be much more expensive 
than before. 


On the positive side, gov- 
ernment officials argue that 
the crisis has forced Qhan^ 
both to accelerate its plans 
for deregulation and compe- 
tition between energy suppli- 
ers and increase its produc- 
tion of alternative sources to 
cheap power from the Volta 
river. It has also enabled 
them to raise energy prices 
to a more realistic rate. 

The barrage at Akoeombo 
still looks as impressive as* 
the day it was completed, 
with a triple line of pylons 
inarching from the power- 
house at the base of the dam 
wall towards the Industries 
and aluminium smelter at 
Tema down the coast. But 
behind the dam wall Is a tell- 
tale high-water mark, almost 
40 feet above the level it 
stands at today. And all 
around the shore is a gash of 
red earth and mud, where 
the water level has dropped. 

When the full force of the 
power crisis struck in Febru- 
ary the Volta River Author- 
ity (VRA) which runs the 
dam; the lake, the power sta- 
tion and thus provides virtu- 
ally all the country's elec- 
tricity, was inevitably the 
first to be blamed. Yet 
already last August the VRA 
had taken out advertise- 
ments in the press, warning 
of the need for energy con- 
servation as the revel of the 
lake was falling towards 
danger point 

A whole series of factors 
seem to be behind the prob- 
lem, inrfnding lower rainfall, 
possibly aggravated by 
deforestation and desertifica- 
tion in the north, higher 
evaporation than expected. • 
and running the power sta- 
tion too fast without allow- 
ing the lake to recover. 
Plans for a slowdown last 
year, in order to retrofit the 
turbines, bad to be post- 
poned because the Takoradi 
plant was delayed. 

Last time there was a simi- 
lar crisis was 1983, but that 




The mighty Akoeombo ctem: an Impressive feat of engineering. 


was when the entire Ghana- 
ian economy was- at a virtual 
standstill. The economic 
recovery today has made the 
energy shortage far more 
acute. 

> “The difference between 
3983 and now is that demand 
is much higher.'* according 
to Amarquaye Amar, adviser 
to the minister for mines 
and energy. “The rate of 
growth of demand over the 
past three to four years has 
-been between 13 and. 15 per 
cent. New investment is 
ki cking in. Power, water, all 
these systems are being 
overstretched.'' 

The response of the gov- 
ernment has been a three- 
part programme to provide 
emergency relief and long- 
term assurance of supplies. 

The first step was to nego- 
tiate a minimum level of 
supply from neighbouring 
Cdte d'Ivoire, in part to 
ensure adequate re-exports 
to Ghana’s eastern neigh- 
bours; Togo and Benin, both 
subject to the same power 
shortages because of retying 
on Akosombo. Abidjan prom- 
ised to provide' 5GMW from 
mid-March. 7QMW by April, 
and 10QMW Cram this mouth. 

The second step was to 




scour the world for potential 
suppliers of mobile generat- 
ing equipment, resulting in 
three contracts for British 
suppliers, for a total of 
130MW, and two for US sup- 
pliers. for 160MW. Part of the 
feedstock will be natural gas 
from Cote d'Ivoire, which 
has also promised to supply 
15m eu ft of gas per day. 

The third part .of the pro- 
gramme has been to acceler- 
ate the expansion of the Tak- 
oradi thermal power plant 
from its first phase capacity 
of 330MW to an eventual 
660MW. The VRA, which 
financed jibe first -phase, is 
now negotiating a joint ven- 
ture with Michigan-based 
CMS to co-finance and man- 
age the eventual full-scale 
plant 

A second thermal plant 
entirely private-sector 
financed and operated, is 
planned by KMR Power, 
another independent US 
energy concern, and Japan’s 
Marubeni, for a group of pri- 
vate sector Ghanaian con- 
sumers, led by Ashanti Gold- 
fields. Capacity is intended 
to be 22QMW. with ACC tak- 
ing 10GMW, and the site wifi 
be either at Obuasi. to be 
near the principal consumer. 
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Success comes on 
the back of reform 
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or Tema. 

The third medium-term 
alternative to hydro-power is 
the accelerated procurement 
of a 120MW barge-mounted 
generator to exploit the nat- 
ural gas field at Tano. identi- 
fied by the Ghana National 
Petroleum Corporation. But 
GNPC has yet to find a stra- 
tegic investor for the field, 
whose reserves have proved 
to be more modest than 
expected, and the Ghanaian 
government has declined to 
give its sovereign guarantee 
to any financing p ackag e. 

Perhaps the most exciting 
long-term investment, which 
is therefore back under 
active discussion, is the con- 
struction of the so-called 
West African gas pipeline, 
from Nigeria's Bonny field, 
via Benin and Togo to 
Ghana, and possibly Cote 
d'Ivoire. That would, allow 
access to the much larger 
reserves of Nigerian natural 
gas. It is estimated that the 
600-kiloiivtre pipeline could 
be built by 3001 or 2002. giv- 
ing Ghana and its neigh- 
bours a second chance to 
exploit the possibilities of 
plentiful cheap energy. By 
which time Lake Volta may 
well have recovered, 


Privatisation has 
seen the banking 
sector become 
more efficient 
and competitive 

Economic reform has 
changed the face of banking 
and investment in Ghana. 
Gone are the days of state-di- 
rected lending, strictly-en- 
forced controls over interest 
rates, and clumsy govern- 
ment efforts to peg the 
exchange rate at unrealistic 
levels. 

Government -owned banks 
have been - and are being - 
privatised; if hard currency 
returns are the yardstick, 
Ghana boasts one of 
sub-Saharan Africa's more 
successful stock markets; 
and the banking seel nr has 
been forced to become 
more efficient and 
competitive. 

The country's largest bank 
in terms of assets is proba- 
bly still the state-owned 
Ghana Commercial Bank 
(GOBI, which has some 30 
per cent of the market, fol- 
lowed by Standard Char- 
tered (22 per cent) and Bar- 
clays (16). 

Standard Chartered's mar- 
ket share of total lending is 
estimated at 30 per cent and 
it will probably take over 
from GCB as the country's 
largest bank, though not in 
terms of branch network and 
retail banking, when the lat- 
ter's London branch is hived 
off . from its Ghanaian 
operations as part of the pri- 
vatisation process. Stanchart 
has led the way in restruct- 
uring by selling or closing 
unprofitable outlets and 
transforming itself into what 
one of its main rivals calls 
“a lean and mean” player. 

Barclays, which believes it 
is the market leader techno- 
logically, is in the throes of 
restructuring, while the for- 
merly state-owned Social 
Security Bank, now SSB 
Bank, was restructured last 
year following the purchase 
of 52 per cent of its equity by 
a consortium of emerging 
market investors. These 
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included the UK-based Blak- 
eney Management, Morgan 
Stanley Asset Management, 
and J P Morgan Investment. 

Privatisation of GCB, cur- 
rently held up by the demer- 
ger of its London operations, 
will be followed by the sale 
of the state's stake in the 
National Investment Bank 
(NIB), the Bonk for Housing 
and Construction. Co-opera- 
tive Bank, and the State 
Insurance Company. 

While no one douhts that lib- 
eralisation and deregulation 
have been hugely beneficial, 
a serious downside has been 
the very high level of both 
real and nominal interest 
rates. 

A leading multinational 
says it is borrowing at 
almost 40 per cent at a time 
when inflation is officially 
estimated at below 20 per 
cent Bankers put the infla- 
tion rate closer to 30 per 
cent, which partly helps 
explain the wide differential. 

Last year money supply 
grew 39.5 per cent, and offi- 
cial claims that this bas 
moderated are not borne out 
by the numbers showing 
year-on-year growth of over 
37 per cent in the year to 
March. If the inflation rate 
really bas halved over the 
past year, the clear implica- 
tion is the real money sup- 
ply is growing substantially 
faster now than a year ago. 

One obvious problem is 
that with riskless Treasury 
Bills yielding more than 
risky loans to customers, 
banks have been happy to 


hold large portfolios of gov- 
ernment paper. But as rates 
fall so the banks will want to 
lend more to the public, 
which will make it difficult 
for the authorities to curb 
inflation and import growth, 
especially at a time when 
production costs are rising 
at 30 to 35 per cent annually 
and output is constrained by 
the energy crisis. 

Analysts such as Dr Joe 
Abbey at the Centre for Pol- 
lin' Analysis worry that high 
interest rates and a steady 
cedi are encouraging inflows 
of 'hot* money. ' 

Bankers are unconvinced, 
pointing out that foreign 
Investors cannot play the 
money market by buying 
Treasury Bills, but there 
seems little doubt that for- 
eign inflows contributed to 
the 135 per cent surge in 
equity prices on the Ghana 
stock exchange in the first 
four months of 1998. The 
bubble has since burst. 

Since the exchange opened 
at the end of 1990 a total of 
21 companies have been 
listed and !36bn cedis raised 
in the primary market. In 
early June, the market was 
capitalised at 3.25 million 
million cedis, with just three 
companies accounting for 
three-quarters of the total - 
Ashanti Goldfields, Ghana 
Commercial Bank, and Stan- 
dard Chartered Bank. 

There are no accurate fig- 
ures of portfolio inflows, but 
Databank puts 1997 foreign 
turnover at around S30m. 

Dealers see the mld-1898 
“correction** as just that; the 
fundamentals point to a 
recovery in the second half 
of the year as inflation and 
interest rates subside, 
though the energy crisis 
could spoil the party if its 
impact is as severe as many 
businessmen fear. But with 
brokers estimating that any- 
thing from 70 to 85 per emit 
of listed shares have been 
locked away by parent com- 
panies and institutional 
investors, the demand-sup- 
ply balance is so far out of 
balance it would appear that 
prices can only go up. 
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GHANA ■ A WOOD FOR EVERY PURPOSE 


• '’4^* 1 


STRUCTURAL 


JOINERY & 
FITTINGS 


FLOORING 


Timbers of high strength and offered in 
big sizes help designers produce elegant 
efficient structures. Ghana offers tough 
timbers like Kaku, Potrodom, Deny*, 
Kokoti, Doboma r.. and more. 

Ghana exports over seventy species of 
timber. All kinds of grain and colour. 
From light weight white Wawa to high 
strength olive-brown Odum, via a whole 
range of attractive redwoods - Sapele, 
Mahogany, Edinam, Niangon, Guarea - 
and including the warm browns of 
Walnut, Man sonia and plantation Teak. 

Ghana bas species for all kinds of 
flooring from industrial to domestic. 
Handsome, bard wearing, abraisoh 
resistant Danta. Mansooia, Bon&aradua. 
Apa, Kusia and many others. 


FURNITURE 


MARINE 


WINDOWS & 
DOORS 


VENEERS 


The familiar mahogany colours of 
Makore. Utile, Kosipo and Sapele are 
complemented by the silky white Avodire 
and the eye-ealebing Hyedua. one of 
Ghana's most attractive timbers. And 
there are lots more. 

Protecting coasts and river banks is one 
of the most testing tasks for timber. 
Ghana bas some of the best: Potrodum, 
Kusia. Kaku and Denys. They are 
among the world's strangest timbers. 

The call is for minimum dimensional 
movement, strength in small sections' and 
high natural durability. ’Choose Emeri, 
Odum. Niangon or from a dozen others. : 

Overlays for interior decoration come 
from a range of Ghana’s light coloured 
species. Kvenkyen, Otie, Asanfina, Ceiha 
and Ohaa, as well a s from many 
redwoods. 


Descriptions of Ibe properties and users of Gbana timber species are given in the 87-page booklet ‘Tropical Timbers of 
Ghana*. For more information about the publication and about supply channels contact TED at the addresses below. 

p;0. Box 5 1 5, Takoradi, GHANA 
Ttelephone: 233-31 22921-23 Fax: 03 1 23339 
rf Cables: TIMBOD 


' TMStt EXTORT 
DEVEIOPMSNT BOARD 


402 Park Street, London W1Y 3RJ, UNITED KINGDOM. - 
Ifelepbone: +44 (0) 171 495 1390 Fax: +44 (0) 171 493 9923 



REPUBLIC OF GHANA 

notice of me DIVESTITURE of city express bus services limited and omnibus services aidho^ 
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phone: 4A-t71-371-73T1 


The aRA Consuffinp Smup Ires 
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Toronto. Ontario, Canada 
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Phone: 4lM8t-W7* 
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, Strategic African Secures Lid 
50 rang Road Central 
P-O.B0X t6446 
Aimed, Accra. Glam 
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ENQUIRIES 


far mote nsfouxuBou on dhtstitsR 
programme, please conocn 

Executive Secretary 
Diwegituw ImpiemcwaDDo GommitKc 
F35/5 Ring Road East, North [about 
SO. Box C 103. C aron men s 
Acna. Ghana. 

Td ( 233-21} 772049 
(233-211773119 
(233-21)760281 

: fine (235-21) 773126 

~ ’ E-maii: dicgh(?ncw»m.j£. 


Republic of Ghana 

DIVESTITURE OF 
STATE-OWNED ENTERPRISES 

The Government of Ghana as part of its overall Economic Recovery Programme, is 
pursuing a programme of di ves titu re of state-owned enterprises. The Divestiture 
Implementation Co au nnicc (PIC) was e st ablish ed by the Government to imphaneat and 
execute government polices in respect of divestiture programmes. 

The d iv e s t i t ure programme is intended to reduce the she of the public sector and 
to improve the performance of enterprises by mobilising private sector management and 
capital. The fi n an c ial and managerial burden on Government trill be reduced and the state 
will be able more efficiently to manage the business of Government- Tire proceeds from the 
sale of enterprises can be used to improve, among ocher things, infrastructure, health 
services and education. 


MODE OF DIVESTITURE 

Information and documentation is collected 
on each enterprise listed for divestiture. 
Once that has been done, a derision b made 
at to the preferred mode of divestiture. This 
will usually be tbe sale of the enterprises 
assets by competitive tender. However, 
other options include the sale of shares (par- 
rioibrly where the enterprise already has 
some private sector investors), the creation 
of joint venture companies between the stare 
and private scaur investors and the leasing 
to private sector investor: of an enterprise's 


ACCELERATION OF THE 
DIVESTITURE PROGRAMME 

The Government, through DIG IS comnur- 
cai co an acceleration of the dnestreutt pro- 
gramme. This is being achieved principally 
by means of outsourcing some divestitures 
to the private secroc, DIC closely mormon 
subcontracted work to ensure that it is car- 
ried out in accordance with DlCs proce- 
dures and statutory responsibilities. 

DIC maintains a Register of p re-qualified 
firms to undertake wotk on divestitures. 
Except for small assignments or in ace^Sj 
□oral riraimsaoccs, DIG in tbe case of 
each assignment, draws up a sbon-list of 
suitable Sms appearing oa the irguren Tbe 
sborr-lhred firms are invited to submit 
proposals in connection inch the assignment 
concerned and the winning firm is selected 


INVESTMENT ENVIRONMENT 

Private investors in the divestiture pro- 
gramme arc benefiting from the macro-eco- 
nomic and sectoral reforms introduced 
under the Governments Economic 
Recovery Programme - most notably die 
rehabilitation of economic and social infra- 
structure, tbe liberalization of imports and 
foreign exchange, as well as easy remittance 
of dividends, profits and fees abroad. In 
addition, trade regimes devoid of public 
intervention and reforms that have reduced 
company taxes have helped to make the 
business climate more conducive to invest - 


INVITATION TO PARTICIPATE 

Tbe Government is folly committed to the 
divestiture programme and, accordingly, 
invites all investors, both local and interna- 
tional, to participate in it. 

DIC will provide full details of the 
divestiture procedure to be followed in any 
particular case. 
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AGRICULTURE* by Gary Mead 


COCOA* by Gary Mead 


Tenure issues Cocobod monopoly under pressure 
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Diversification is 
seen as necessary 
to unleash the 
exports earnings 
potential 

Few countries dependent 
upon one or two basic 
exports - particularly 
commodities, where prices 
have been in rapid decline in 
the past two years - can be 
boundlessly optimistic about 
economic growth prospects. 
Ghana’s biggest exports are 
gold and cocoa beans, both 
currently under severe 
pressure from Galling global 
prices. 

While the country has no 
more than a fledgling 
manufacturing export sector, 
agriculture promises faster 
and more immediate growth 
possibilities. Unlike the 
external marketing of cocoa, 
which the government 
appears determined to keep 
under its control the private 
sector may have a chance to 
develop agricultural exports. 

“I'm sure that cocoa is 
going to be one or the last 
bastions; it's so much a part 
of their [the government] 
culture says Ken 
Ofori-Atta, chairman of 
Databank, one of Accra's 
leading economic and 
financial consultancies. 

"In many ways Ghana is 
like a Pegasus which has 
been tied down, raring to go. 
But if the government really 
hopes for economic growth 
of 5J> per cent a year then 
we really need to get serious 
about agriculture, to 
diversify into things other 
than cocoa," he says. 

As with other sectors, 
Ghana's efforts to extend its 
agricultural exports beyond 
cocoa are starting from a 
low base. The 1380s saw the 
agricultural sector “almost 
obliterated", according to 
one World Bank official, but 
there has been strong 
recovery in the 1990s. 

The country is feeding 
itself a little more 
adequately; maize 
production in 1994 was 


700.000 tonnes but in 1998 a 
crop of i.2m tonnes is 
anticipated. Attention is 
being focused on developing 
export crops, particularly of 
robusta coffee, where just 

6.000 tonnes a year are 
currently sold abroad. The 
aim is to increase that by 
five times within seven 
years. 

Pineapple exports in 1994 
were just 9,000 tonnes; this 
year the figure should be 

30.000 tonnes. The aim is to 
double this by 2003 to make 
Ghana a significant player in 
the pineapple sector. 

Other crops. Including 
mango, paw-paw, passion 
fruit, yams, cassava, 
bananas, cashews, black 
pepper and chills, have 
taken a firm foothold and 
could become significant 
foreign revenue earners, but 
only if the macroeconomic 
environment changes in 
such a way as to favour 
development 

A number of issues 
currently condemn the 
non-cocoa agricultural sector 
to remaining relatively 
enfeebled: 

• lack or technology, such 
as fumigation plants to 
screen crops to meet the 
rigorous import standards of 
markets such as the EU and 
the US; 

• excessively high local 
interest rates, currently 35 to 
45 per cent in real terms, 
render it almost impossible 
for small and medium-scale 
companies to raise finance; 

• interruptions to energy 
supplies, a welter of 
bureaucratic paperwork, a 
choked transport 
infrastructure, and a 
persistent lack of state 
investment in developing an 
initiative-taking labour 
force, combine to deter 
would-be foreign investors; 
as yet only the very largest 
multinationals, or those 
prepared to take high risks, 
are being attracted. 

Perhaps the most serious 
ohstacle to the development 
of large-scale commercial 
farming, affecting cocoa 
production as well as other 


agricultural produce, is the 
minefield of political and 
bureaucratic difficulties 
surrounding land tenure 
rights. 

According to John 
Richardson, chairman of the 
Pioneer Tobacco Company, a 
locally-quoted subsidiary of 
BAT. “land tenure is a real 
problem. We have very few 
commercial farmers in this 
country because it is very 
difficult to buy land. In most 
of the rural areas of the 
country you must acquire 
the right to farm Grom the 
traditional chiefs, but you do 
not own the lariri and you 
must share your produce 
with the chiefs. Try to touch 
ownership of the land and 
you will have a revolution 
on your hands.” 

Timber, the third largest 
export earner, is one 
exception to the general 
absence of large-scale 
plantation development, but 
here, too, the country has 
begun to lag behind its main 
hardwood-producing 
competitors in south-east 
Asia where there is a 
growing emphasis upon 
exporting higher-value 
finished or semi-finished 
products rather than lumber. 

The Timber Export 
Development Board says 
timber and wood products' 
exports were worth the 
equivalent of $i70.52m in 
1997, a 37 per cent 
improvement over 1996 but 
still $20m less than was 
achieved in 1995. 

Last January President 
Jerry Rawlings said he 
aimed for a minimum 
agricultural growth rate of 
4.4 per cent this year. This is 
a tall order given like 1990-95 
average of 2.8 per cent 
growth. But with the right 
sort of encouragement - 
such as extending the *slngle 
entity free trade zone' 
scheme, which has benefited 
some timber exporters by 
removing duties on imported 
equipment and goods 
deemed necessary for their 
business ~ the agricultural 
sector might yet free itself 
from its chains. 
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For information contact 

THE MARKETING DEPARTMENT 
GHANA STOCK EXCHANGE 
5TH FLOOR, CEDI HOUSE, LIBERIA ROAD, 
P.O. BOX 1849. ACCRA 

TEL: r 233-2 1 1 669908/6099 1 4/669935 • FAX: (233-2 1 ) 6699 1 3 
TLX: 2722 STOCEX • E.MAIL: STOCKEX(&'NCS.COM.GH 


NAMES <Sc ADDRESSES OK 
STOCKBROKERS TRADING ON THE EXCH ANGE 


MERBAN STOCKBROKERS LTD. 
P.O. Box 401, ACCRA 
Tel: (233-21 ) 666331-3 

Fax: 1 233-2 D 667305 
Email: mertunscmccs<fi ighmail.eom.gh 

EBG STOCKBROKERS LIMITED 
P.O. Box 16746. ACCR A-NORTH 
Tel: 1233-21 1 23)931-2 
Fax: 1 233-211 23 1934 
Email: ccobank(ft ncs.eom.gh 

NATIONAL TRUST HOLDING 
COMPANY LTD. 

P.O. Bax 9563 Airport. ACCRA 
Tel: (233-2 1 J 22**M>4. 22^1 06 
Fax: (233-21)229975 
Email: nihc@-ghana.com 

GOLD COAST SECURITIES LTD. 
P.O. Box 453. ACCRA 
Tel: ( 233-2 1 ) 2263 1 0, 229892 
Fax; (233-2 D 7773X0, 233050 
Email: tioldcinii^'ghana 

DATABANK BROKERAGE LTD. 

PMB Ministries, ACCRA 
Tel: (233-2DO69H0.669417.66942] 
Fax: (233-21) 669100 
Email: daiabank@africaonline.com.gh 

FIRST ATLANTIC BROKERS LTD. 
P.O. Box 5188. ACCRA-NORTH 
Tel: (233-21)667088 
Fax: (233-21)775743 
Email; fambl@nsc.com.gh 

SDC BROKERAGE SERVICES ltd. 
P.O. Box 14198, ACCRA 
Tel: (233-2 1 ) 669372-5. 662733 
Fax; (233-21)669371 
Email: sdc^ africaonlmc.enm.gh 

This advertisement is directed 


CONSOLIDATED ASSET 
MANAGEMENT CO. LTD. 

P.O. Box 14911. ACCRA-NORTH 
Tel: (233-21 ) 667425. 668437 
Fax: (233-21)662167 
Email: cdhkftncs.com.gh 

CAL BROKERS LIMITED 
P.O. Box 14596. ACCRA 
Tel: (233-21 ) 231 102, 231 103 
Fax: <233-21)668657 
Email: cal bank# ncs.com.gh 

STRATEGIC AFRICAN 
SECURITIES LTD. 

P.O. Box 16446, ACCRA 
Tel: (233-21 1 23 1 386, 233777 
Fax: (233-211229816 
Email: sasltd@ncs.cofn.gh 

NEW WORLD INVESTMENTS LTD. 

P.O. Box 16452, Airport, ACCRA 
Tel: (233-21? 660163 
Fax: (233-21)228610 
Email: newworld@ghana.com 

STERLING SECURITIES LTD. 
P.O. Box Cl 325, ACCRA 
Tel: (233-21)762955,764335 
Fax: (233-21)762954 
Email: slcrling@ africaonlinc.com. gh 

UNITED SECURITIES TRUST LTD. 
P.O. Box Cl 837, ACCRA 
Tel: (233-2! ) 664423. 669501 
Fax: 4233 -21) 667395 
Email: usUivsb@africaanline.com.gh 


The government 
has no intention 
of losing its grip 
on a vital 
export earner 

To many, cocoa is simply the 
main ingredient in a 
chocolate snack bar; for 
Ghanaians, he who controls 
the cocoa pod has the 
country in the palm of his 
hand. 

In the 1964-66 season 
Ghana produced a vast crop 
of cocoa beans, 600,000 
tonnes. Now it will do well 
to achieve 400,000 tonnes. 
The explanation for the 
collapse Is simple - 
government 
mismanagement 

So sensitive a subject is 
cocoa production that 
government responsibility 
for it lies not with the 
ministry of agriculture but 
the ministry of finance. 
"Cocoa production should be 
an agricultural issue but it 
isn't - it's a fiscal issue," 
says one Ghana-based 
Official of the World Bank. 





White el eph an t : the abandoned cocoa ados at Tama 


Buying Company (PBC), a 
wholly-owned subsidiary or 
Coco bod. 

The real cash-generative 
aspect of Ghana's cocoa 
industry is its export process 
- and the government has 
no Intention of losing its 
grip on this. Cocoa is a vital 
export-earner. According to 
Cocobod. cocoa export 


There has been reform of receipts accounted for £464m 


the domestic market - 
specifically, the granting 
(since 1992) of licences to 
private local companies 
permitting them to compete 


out of the national total of 
$1.48bn in 1997. This year 
cocoa export revenues are 
expected to reach $533. 7m, or 
3&8 per cent of the total, put- 


with the state-run marketing ting it ahead of gold, accord- 


board. Cocobod, in 
purchasing beans from 
farmers. There are now 15 of 
these small enterprises, 


ing to government budget 
forecasts. 

There is also potential for 
considerable production 


handling about 30 per cent of increases: some industry 
domestic purchasing; the estimates suggest that in the 


other 70 
controlled 


cent is 
Produce 


right conditions current 
yields of 300kg per hectare 


could easily he doubled. 

Ghana's L6m smallholder 
cocoa farmers - who on 
average each cultivate no 
more than three hectares - 
- received from Cocobod 54 
per cent of the export price 
tor cocoa during the 1997-98 
season, according to official 
figures. Cocobod paid 1.8m 
cedis per tonne of beans, cur- 
rently worth $480, against 
1 9m write in 1996-07, then 
worth $710. 

Under the existing deal 
farmers are faring much bet- 
ter than previously; in 1998. 
Cocobod paid farmers 25 per 
cent of the real export price. 
With some reluctance the 
government has now agreed 
to increase the producer 
price to 60 per cent of export 

prices, by 2000-2001. 


- than it was in the early 
1980s, when it employ™ 

14 There are plans to shed 
stai further baggage; one of 
the terms of the latest IMF 

agreement with the country 

jsthat Cocobod’s PBC is sold 
to the private sector. 

But the leading external 
donors still believe Cocobod 
is a cumbersome and expen- 
sive means of selling Ghana- 
ian cocoa to the world- It 
tainly has an atrocious track 
record, as the 192 vast silos 
at the industrial port of 

Tema. testify. Construction 

work on the silos, each capa- 
ble of holding 350 tonnes of 
cocoa beans, was abandoned 
in 1966; this white elephant 

RunQvyMMd has never used. 

The fear of international 
cocoa revalue 28 per cent is lending agencies is that 
to iron py the finance minis- Cocobod's monopoly win 
try (the World Bank regards become a growing hindrance 
this as f orm of indirect tsxa- to the international competi- 
tion}; the other 18 per cent Is . tiveness of Ghana's cocoa vis 
swallowed by the running & vis neighbouring C6te 
costs of Cocohod's 10^00 d'Ivoire as that country 
employees. In other words, begins dismantling the 
Cocobod’s running costs are export monopoly exercised 
currently more than $84m, by its own state-run market- 
equivalent to 45 per cent of ing board, the Caisse de Sta- 
Ghana's foreign revenue bilisafion. 


earnings for its non-tradi- 
tional exports. Cocobod's 
employees thus each cost an 
average $8,000 a year when 
Ghana's average annual per 
capita income is about $450. 

More than $2 13m is thus 
diverted from Ghana's cocoa 


One Accra-based World 
Bank official says: “If Cdte 
d'Ivoire, Togo and , other 
cocoa producers are going 
for complete liberalisation it 
does not make much sense 
tor Ghana to cling to the cur- 
rent arrangement What will 


industry into the hands of happen is that a lot of cross- 
the state - which, argue border smuggling win begin 


international lending agen- 
cies, makes poor use of the 


In the current season, of funds, 
the re maining 46 per cent of Cocobod is much slimmer 


as Ghanaian producers see 
they can get higher returns 
by selling their cocoa in 
neighbouring countries.” 


MINING • by Gary Mead 


Price squeezes gold producers 


The glory days 
are long gone, 
but investment 
has been 
picking up 

Like many other parts of the 
Ghanaian economy, the 
story of gold mining is that 
of the relative riches of 
immediate post- 

independence days turning 
into abysmal slump, with 
slow recovery in the late 
1980s and early 1990s. 

In I960 the country 
produced 913,000 troy 
ounces; even as late as 1986, 
just before the new Mining 
Code was introduced by the 
government, it was just 
280.000 ounces. But in the 
past few years investment 
has picked up substantially 

- to around $200m annually 

- and the mining industry 
has enjoyed an enviable 
legislative and fiscal 
environment. 

Gold exploration and 
mining is one sector that 
looks to have a future of 
sustained growth, assisted 
by a benign government 
attitude. By the end of this 
year it is expected that 
Ghana's goldfields will 
collectively have produced 
2m ounces. 

By far the most dominant 
force in the sector is Ashanti 
Goldfields, the only 
indigenous African company 
to be listed on the New York 


Stock Exchange - as well as 
the Australian. London, 
Toronto and Zimbabwean 
exchanges. It is also the 
giant of Ghana's (admittedly 
tiny) stock exchange, 
accounting for a significant 
part of the GSE’s total 
market ca pitalisation. 

Floated in 1994, the 
Ghanaian government sold 
30 per cent of Its 55 per cent 
bolding in Ashanti for 
S454m. Today Lonrho holds. 
33 per cent of the shares, the 
government 20 per cent, and 
the other 47 per cent is 
traded stock, some 33 per 
cent of which is held by US 
investment funds. 

The company's ambition is 
to become the leading 
international mine company 
in Africa, and in the past 
two years it has furthered 
that aim by implementing a 
rapid expansion programme, 
making acquisitions and 
initiating projects in not 
only Ghana but also Guinea, 
Niger, Burkina Faso, 
Tanzania, and Zimbabwe. 

A cloud has descended 
aver gold mining 
everywhere, however, as the 
price of bullion has slipped 
from $350 per troy ounce In 
early 1997 to around $300 
today, with little obvious 
sign or a speedy recovery. 
Now in its loist year of 
mining operations, can 
Ashanti - and indeed, 
Ghana - weather this 
particular storm? 

This is not simply an issue 
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Output to expected to reach 2m ouicm this year ptwoe smt> Many 


for Ashanti. More than 38 
per cent of Ghana’s export 
earnings derive from gold.. 
While the 10 per cent annual 
growth in gold production 
seen last year, to 1.75m 
ounces, is likely to be 
surpassed in 1998. the past 
year's 20 per cent slide 
in the gold price 
renders that growth less 
lucrative. 

Ashanti can afford to be 
relatively sanguine as a 
result of its sophisticated 
hedging programme, in 
which currently 7JQn ounces 


are hedged at $391 an ounce 
over 10 years. The group - 
which now has six operating 
mines - is on target to 
produce 1.385m ounces this 
year at a cash cost of $248 an 
ounce, compared with 1.17m 
ounces at $254 an ounce in 
1997. The world average is. 
currently around $250. 

The key to Ashanti's 
future success is to drive 
down its production costs 
across the whole group. Its 
current cost per ounce is 
relatively low but stiff not as 
low as some of its big North 


American competitors, some 
of whom are achieving $200 
an ounce and tower. 

“We would ideally Hire our 
group cost per ounce to be - 
$200 to $220, and we have * f 
plans to reach that upper K * " 
end very shortly, " says Mark 
Keatley, Ashantl'-s chief 
flnanraal officer. . . 

Mr Keatley says one of the 
prime reasons for the 
resurgence in Ghana's gold 
exploration sector - the 
number of exploration leases 
granted by the government 
has been running at mare - 
than 100 annually - is the • 
security of judicial 
protection. “Ghana has a 
good record of observation of 
the rule of law, and the 
mining sector Is very open to 
foreign investors." he says, 
emphasising that the success 
of the sector owes much to 
the government working 
closely with mine companies f '■ 
to develop the 1986 Mining * £. 

Code, which has recently 
been adopted by Tanzania. 

One cloud on the horizon 
is the country's present 
energy crisis, with Ghana's 
main hydroelectric 
generating station on the 
Volta river currently 
operating way below 
capacity as a result of low 
water levels. Gold tninny are 
high consumers of power, 
and while they have been 
cushioned from some of the 
worst effects so tor they will 
come under pressure if 
conditions do not improve. 
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INCENTIVES 

Extensive and {wnennis nk-entivrs have been packaged in 
I be Free Zone Act <1943) for investors interested in 
developing and operating fiee-zooe enclaves and single- 
lactny free zones in Ghana. These include: 


DUTIES 

Toul HOU'iM exemption from payment of lined and 

indued duties and levies an all Imports Cor production and 

exports from the ficc zones. 

TAXATION 

*• Free -zone developers and enterprises are granted total 
tKHFf i exemption from payment of income tax on 
profits Tor 11) years. 

“ Income tax rale alter 10 yean shall not exceed 8**. 

Total exemption from payment of withholding taxes 
fix .t dividends arsing out of free- zone investments. 

** Relief tnnn duuMe taxation for foreign investors a id 
employ on. 

CUSTOMS | 

* No irnpon licensing requirem ent x 

■ Minimal customs ionnalirica. 

ZONE OWNERSHIP 

“• llXK ownership Of shares by any investor (foreign or 
national) far a fret' rone enterprise is allowed. 

“ No restrictions on total foreign or local ownership of 
tree-zone enclaves and en ter prises. 


CAPITAL/PROFIT REPATRIATION 

No coodfitiom or restrictions on: 

— repatriation of dividends or net profit; 

-* payments tor foreign- loan servicing; 

"• payment) of fees and changes for technology transfer 
agreements: and 

“ remittance of proceeds from the sale of any interest m a 
tree- zene investment. 

MANAGEMENT OF FOREIGN 
CURRENCY 

fitS'BDc investors are pcuuincd to operate foreign 
currency accounts with banks m Ghana. 

SALES TO LOCAL MARKET 

Up to 30*3 of annual prodnethn of goods and services of a 
(tec- rone enterprise are authorised for sale m the local 
market. 

INVESTMENT GUARANTEE 


sub-fegiaa. with established democratic institutions and 
systems to ensure good governance of the country. 
Abundant, adaptable and easily trainable labour force 
earning ■ minimum wage rate of around USS 1.00 per 
day. 

“* ExceUent sea and air coonecttom with Europe and the 
United Sues of America. 

■* A strategic md centra] location within the West Africa 
sob-region provides access to a total market of around 
230 million people. 

- A dynamic private sector willing to collaborate with 
foreign formers. 


ENQUIRIES 

All enquiries on the Ghana Ftw-Zone Programme should 
be directed to: 





ADVANTAGES 

Ghana ha* tbe following unique advantages for freo'zooe 

mvesene&c 

** A stable political e n viro nm e nt within the Wat Africa 


The Secretariat 

Ghana Free Zones Board 

(Miiiiuiy of Trade A Industry Annex; 

BO, Box M47, Accra, Ghana. 

TbL *233-21-78 05 32 / 78 us 33 / 79 05 34 / 78 IM « 

Fax: +233-21-78 M 36 Tctoc; 2951 FRZONECH 

R-Mattgfd^ighmaii fanemec wwwjriiaonKne^ 


la professional investors only. 
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Political battles have economic implications 






VENEZUELA; FINANCE AND INVESTMENT 

A buoyant oil sector can not sustain 
the wider market, report Richard 
Lapper and Raymond Colitt 

Confidence ebbs 
as election nears 


mnuicers 



'M A S President Rafael Ca]- 
# t /A dera's government 
X -m. grapples with the 
implications of a sharp fell 
in the ail price, the confi- 
dence of international inves- 
tors in Venezuela has given 
way to concerns over infla- 
tion, potential' devaluation, 
and political uncertainty 
ahead of December’s elec- 
tions. 

Although the oil sector 
remains buoyant as the gov- 
ernment presses ahead with 
its plans to open up the 
industry to private compa- 
nies, elsewhere the bullish 
climate resulting from the 
resumption of market-ori- 
ented reforms abandoned in 
1992 has faded. 

Efforts by the administra- 
tion to manage the decline 
in oil revenues are failing - to 
f ^convince investors and there 
f is growing concern about the 
strong opinion poll showings. 
‘ of Hugo Chfivez, a left-lean- 
ing populist former army 
lieutenant colonel who led 
an unsuccessful military 
coup in 1992. 

Mr Chavez, who has led 
the polls for much of the 
year, is promising fer-reach- 
- mg constitutional reform as 
well as the possible dissolu- 
tion of congress and changes 
to the judicial system. He 
has been less clear about his 
economic plans but Iks indi- 
cated that he would bring a 
halt to privatisation and 
redistribute wealth. 

His popularity - like that 
of Irene Sa6z, the former 
I '\beauty queen - reflects 
"‘widespread disillusionment 
among the electorate, espe- 
cially the urban poor, with 
the traditional politicians 
of Acd6n Democrat! ca and 
Copei, the two parties which 


have held- power for most 
of the past 40 years. 

Many investors have 
already taken cover. In a dis- 
appointing year generally fear 
emerging markets, the. Car- 
acas Stock Exchange 
been the worst performing in 
Latin America. By mid-June 
stock prices were down by 
some 45.7 per cent in dollar 
terms, following a 23 per 
cent appreciation in 1997. 

Venezuela’s international 
bonds have performed poorly 
with the yield on its Brady 
bonds rising by more timyi 
25 per cent smty last Octo- 
ber. And although aggres- 
sive interest and exchange 
rate policies have sustained 
the value of the bolivar, 
between $3bn and $4bn of 
capital has been exported 
this year, compared with 
$6bn far the whale af last 
year. 

“Foreign investors are 
worried about devaluation.” 
6ays Ricardo Penfold, 
vice-president research at 
Santander Investment, the 
capital markets arm of the 
Spanish bank. “If capital 
flight reaches $Ubn pressure 
on the capita] account could 
become critical,” he adds. 

Talk in the restaurants 
and hotels frequented by the 
Caracas business elite is so 
pessimistic that it is easy to 
overlook the progress made 
by the government since 
1996, when President Caldera 
reversed his government's 
previous opposition to mar- 
ket-oriented economic 
reform. 

The Agenda Venezuela, 
the economic programme 
proposed by President Cal- 
dera and sanctioned by the 
International Monetary 
Fund in 1996, triggered a 


sharp rise in investment, 
helping make Venezuela the 
strongest performing emerg- 
ing stock market in 1996- 
Those reforms - which 
include far-reaching changes 
to the country’s traditionally 
inflexible labour market - 
were reaffirmed in May 
when the government signed 
a shadow agreement with 
the IMF. 

The laboar reform also 
paved the way for an over- 
haul of the country’s social 
security system, including 
the introduction of privately- 
managed pension and health 
fends. 

Several sectors of the 
economy - including banks, 
iron and steel and telecom- 
munications - have been 
opened to foreign investors 
and financial supervision 
and regulation has been 
unproved. Foreign banks, 
which now bold about half 
of overall bank assets, have 
helped the recovery of the 
country’s financial system, 
following a banking crisis in 
1994 in which more than 
one-third of the country’s 
financial institutions suf- 
fered severe liquidity or sol- 
vency problems. 

The liberalisation pro- 
gramme has had particularly 
impressive effects In the oil 
sector, where the “aperture 
petrolera" reversed 
long-standing opposition to 
foreign participation Petro- 
leos de Venezuela (PDVSA), 
the state-owned oil company, 
bas agreed four strategic 
associations and more than 
20 other deals with foreign, 
companies and is pressing 
ahead with a programme to 
inject same $78bn into the 
ah sector over the next 10 
years, doubling current lev- 





tt tes been dubbed the baffle of the beauty and the beast by local ptudlts. Hugo Chavez, the former fieutenant colonel wt» led a failed mtirtary coup ft 1 992. now teKte the DQfls. Irene Saer, the former 
Miss Universe, who tost tier lead in the polls to W Chavez, is ruining on an indepemtent total but has Hie backing ot the second -largest party, the Christian Democratic Copei. 


els of output. 

Innovative and ambitious 
financing programmes, 
which will Inject between 
$l4bn and SlSbn into the 
heavy crude oil fields of the 
Orinoco belt, have been pop- 
ular among international 
investors and the world's 
most powerful investment 
banks are competing to 
arrange these deals. 

The majority of revenues 
from the projects are 
deposited into offshore trust 
accounts from which debt 
service is paid, limiting 
risks to creditors. 

A similar bond issue by 
PDVSA itself - although 
unrelated to a specific proj- 
ect - was heavily oversub- 
scribed by Investors, raising 
some $l.8bn for the com- 
pany. And PDVSA also plans 
to launch an investment 


vehicle which will allow 
investors to own equity par- 
ticipations in many ' of the 
new ventures. 

Developments in the oil 
market, however, have also 
triggered the downturn. Dur- 
ing 1996 and 1997 the aver- 
age price of each barrel of 
Venezuela’s crude oil was 
$18-39 and $1652, with total 
exports amounting to 
giasbn and $l88bn. 

So far this year with the 
price averaging $11.40 and 
dropping to less than $11 a 
barrel in early June, exports 
are expected to fall to 
between $135bn and $145bn. 
With oil expected to account 
for nearly half of govern- 
ment revenues, the price fell 
has an faurwytiintH impact on 
public finances. 

Freddy Rojas Parra, the 
finance minister, moved 


swiftly to cut spending - 
reducing the budget by more 
than S1.4bn in January, and 
a further $33Qm in March. 
Mr Rojas is confident the 
deficit can be contained to 
just 2.5 per cent of GDP com- 
pared to a 2.4 per cent sur- 
plus in 1997, and last month 
agreed this target with the 
IMF. 

But there is growing scep- 
ticism about the govern- 
ment’s ability to deliver, 
with most private sector 
economists estimating that 
the deficit will rise to 
between 35 per cent and 4.5 
per cent of GDP. 

Revenues depend on the 
sale of the Corparacidn 
Venezolana de Guayana alu- 
minium complex - which is 
expected to net $l.lbn. But 
the sale has already been 
postponed once this year and 


there is no guarantee it will 
go ahead. Tax reforms - 
designed to raise some 
$300m - are also in the bal- 
ance. And the whole of the 
government’s calculations 
depend on an upturn in the 
oil price to an average price 
for the year of $13 a barrel. 

Mr Robert Bottome. who 
heads Veueconomy, a local 
business consultancy, says 
the government has been too 
relaxed about its fiscal prob- 
lems. “We have a president 
who does the minimum nec- 
essary not the maximum 
possible. 

“Mr Caldera accepts priva- 
tisation but does not really 
believe in it He has allowed 
the privatisation to become 
overburdened with extra 
amendments. When the time 
comes nobody will want to 
buy." 


These short term ' pres- 
sures also mean that plans 
to introduce more far-reach- 
ing change will be further 
delayed. Reforms to stream- 
line an inefficient public sec- 
tor and strengthen the legal 
system, for example, are nec- 
essary to improve the coun- 
try’s attractions Tor foreign 
investors. 

Pedro Palma, head of Hep- 
tagon Financial Group, a 
Caracas-based investment 
bank, says that Ore country 
has already “lost several 
years,” partially as a result 
of the political unrest that 
followed the 1992 coup 
attempt 

With Venezuela already 
lagging behind its peers in 
the region, the challenges 
will represent “a tall order” 
for any incoming govern- 
ment, says Mr Palma. 
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The right place for investors 
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In 3994, the Venezuelan Government 
granted financial assistance to various 
banking institutions to provide to the 
depositors the legal assurance and to 
stabilize the financial system.' 
Approximately one half of the financial 
system failed, representing a total of 11% 
of the GDP, FOGADE, Depositor 
Insurance Funds, an autonomous agency of 
the Venezuelan government, have the 
responsibility under Venezuelan Law, to 
grant financial assistance to banks, 
gate HofcMtt de stared* guarantee the deposits of the public and act 
as Liquidator. 

As a consequence of the crisis, FOGADE received assets as 
colaterals for the financial assistance granted to such banks, and at 
the present time, has recovered approximately Bs. 
826.756.207.830, which is equivalent to 59,10% of the external 
resources received by FOGADE during the crises. 

Since July 7, 1995, the sale of these assets has been made by public 
auctions. These public auctions have succeeded beaanse of a well 
coordinated team that guarantees a clear and fair dealing and a 
leeal framework which offers transparency clear rules and total 
auctions Such success is reflected in the sale of Banco de 
Venezuela, Consolidado, Reptiblica, Latino, Popular y de los 
Andes and Tequendama. This encouraged foreign bants to make 
direct invest in Venezuela, such as Banco Bilbao- Vizcaya, Banco 
Santander, Corporacidn Colombian de Ahorro y Viv.enda 
fDavivienda), Credicorp and Chase Partners Capital, National 
Bank of Canada and the Infisa Group, among others. 

FOGADE. has sold 7 seals on the Caracas Stock Exchange, 3 on 
theMaracaibo Stock Exchange, 27 service e* terprises and 8 
Insurance companies of which 4 were purchased by foreign 

investors- 

OPPORTUNIITES 

ill POGADE auctions are subject to the provisions set forth in the 
r™SlBnm;e«y Law and the Internal Auction Rules. Each 
"f s S clear and fair regulation, and it takreplace in 

A"omey Genera! Office, foe 

prosecutor, the investors and the public. 

t„ioos FOGADE is planning to sell the shares that hoick wiihin 

f ? ^.H^Inflirance, Farming and Service Sectors. Some of 
the Industrial, msmnnce g] ^r^ available for public auctions are 

the companies ^™ cb . fanadfi Matadero Industrial YaracaL 
La Confederacion del f ; D Colombia), 

^ 0 Xtre?de C Aln Jfofo d S el CarU (CABELUM) and 
Tomfoctora Latinoamericana, amongst many others. 

CAPITAL MARKET 

_ . „ orat number of stocks that are publicly 

teOrSls Stoc^Btchange, such as financial insftmions 


as well as companies related to the industrial sector. In 1997, the 
stock market had the second most important growth in the world, 
only succeeded by the new Russian market, even now has been 
coming down because the expectations created by the elections, 
which are going to take place in December of this year, and that 
fact would again open the Venezuelan market as an interesting 
investment alternative in the next months. 

HOTEL INDUSTRY 

FOGADE issued invitations, through newspaper ads, encouraging 
all investors to participate in the public bidding of Hotel de Playa 
Punta Palma & Marina, located in Puerto la Cruz, which is the 
main tourist and business area in the Northeast region of 
Venezuela. 

Hotel Punta Palma is a facility designed to accommodate foreign 
and domestic visitors, with a four star category, 181 rooms 
capacity, 3 restaurants, 2 bars, 4 banquet halls and conference 
rooms and 4 shopping facilities. Also, it has its own open courts 
and recreational areas: private beach, swimming pools for adults 
and children, tennis court and health & steam bath center. 

In order to keep up with the purchase of tourist facilities by the 
private sector, FOGADE will auction approximately 14 hotels in 
the near future, ranging from four to five star category, with a total 
of 3,707 rooms, located m the best tourist development areas. As 
FOGADE is fully concerned with its sales program, it is aiming to 
preserve its properties by placing all of its fully equipped and 
operating' assets, those with domestic and international recognition, 
in the market. 

Like a Hotel Golden Rainbow Maremares Resort & Spa and Hotel 
Balcones del Max; both are located in the city of Puerto La Cruz, 
Anzo&egui state. The first is a deluxe resort, that is to say a 
vacational loading hotel with enough amenities and services CO 
satisfy the recreational necessities and the guests’ entertainment 
(439 room capacity, 3 restaurants, 2 illuminated tennis courts, 2 
squash courts, 1 spa with Jacuzzi, sauna, solarium, massage and 
gym). 

The designer's objective of Hotel Balcones del Mar was that of 
achieving first category installations, with a resort concept 
integrated into the surrounding landscape, likewise its location at 
sea front and across from sailing channel, in a way of keeping a 
special balance relating visual surrounding landscape and 
construction. 

REAL-ESTATE 

Since the first real-estate public bidding took place, 612 properties 
that originated from the financial assistance granted to financial 
institutions by FOGADE during the crises, now belong to the 
private sector, which generated a total of Bs. 130.187,71. All real- 
estate sales will be placed in public auctions. 

There are approximately 30 real-estate properties to be sold in two 
public auctions each month. This process will allow to sell one 


property every 10 minutes, in the presence of any investor and the 
general public. In order to get an actual assessment on all 
properties, FOGADE will assess such assets based on the actual 
National Real-Estate Market Value, thus allowing to obtain better 
premiums. It is estimated that in 1998, approximately 450 
properties will be placed in public auctions, calculated at $1.00- Bs 
530, approximately U.S. $ 132 million. 

FINANCIAL INDUSTRY 

COMPANlA FINANCIERA INDUSTRIAL, a Colombian 
company dedicated to finance businesses and with several offices 
in the main cities of Colombia, (Bogota', Cali, Medellin, 
Barranquilla, Ibague, Bucaramanga and Neiva). This company 
will be sold in 1998. 

It offers selling and purchasing of securities publicly traded on the 
Colombian stock market, mutual funds, consulting and advising 
investors, participate in the stock market and collect securities at 
maturity, amongst others. 

INDUSTRIAL AREA 

CABELUM (Conductores de Aluminio del CaronO manufactures 
electrical wires, conductors, etc., especially those made from 
aluminium. It has the capacity to process up to 24.000 metric tons 
of al uminium per year, and 14,000 metric tons of copper. 

Chile, Peru and Colombia have become its most important 
importers. CABELUM exports approximately 80% of its 
production, thus makes this investment very attractive to investors. 

INSURANCE INDUSTRY 

Confederacidn del Canadfi is the last Banco Cardinal insurance 
company now owned by FOGADE. This company relies on a 
sophisticated and efficiently operational infrastructure of individual 
and group insurance, it is recognized as a medium size company 
with qualified staff and also assessed by other major insurance 
groups. Seven insurance companies have already been sold to the 
private sector, therefore allowing the government to recover 
approximately Bs. 21.55632. 

This company was founded in Canada in 1946. along with 
Confederacion Life Insurance Company, located in Toronto. 

FARMING INDUSTRY 

Torrefactora Latinoamericana, is a company that produces, 
processes, distributes and sells coffee. It has approximately 10.000 
sq jn of land for its coffe^ production. 

PUBLIC PARTICIPATION 

At the present time FOGADE is launching an informative 
campaign to educate the public and get their involvement in 
maintaining a reliable and trustworthy banking system. FOGADE 
will follow the new set of Banking Laws and will update the 
system implemented by competent authorities to support FOGADE 
in iis new campaign. 
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ECONOMY • by Raymond Colrtt 


The cost of dependency 


Cwrenft account 

Real GDP (%) 


Consolidated budget deficit 


A reverse in oil 
fortunes and 
uncertainty over 
the elections have 
slowed growth 

The dependence of the 
Venezuelan economy on oil 
has been painfully under- 
lined by developments *hig 
year. The steep fall In the oil 
price - itself partially a 
product of the decline in 
demand in south-east Asia - 
is depressing growth, has 
unravelled the government's 
budget projections and 
aggravated difficulties an 
the external accounts. 

Official forecasts for GDP 
grow th in 1998 have declined 
from fL5 per cent to between 
1 and 2 per cent, signifi- 
cantly down from last year's 
5.1 per cent preliminary 
growth figure. 

With nearly half of ordi- 
nary government revenue 
stemming from oil sales and 
economic 'growth being 
dosely tied to government 
expenditure, the oil price has 
had a direct impact on pub- 
lic finances. In the first six 
months of the year the gov- 
ernment and the state oil 
company. PDVSA, were 
forced to' cut costs and 


expenditures by a combined 
$3_5bn. 

The government is hopeful 
that the central govern- 
ment's deficit can be con- 
tained to ZS per cent of GDP, 
but most economists are pre- 
dicting that the gap will be 
wider. 

A slight increase in oil 
exports (by volume) over last 
year will not offset the drop 
in ail prices, leading total 
exports to plummet by an 
estimated $3bn to $3.5bn. As 
a result the government 
expects the current account 
surplus to drop from $6bn 
last year to no more than 
$500m this year. 

Economists at SBC War- 
burg Dillon Head believe the 
current account could post a 
deficit of $450m, or 0.73 per 
cent of GDP. Despite 
restrained domestic demand 
in 1998, they estimate 
Imports to rise above last 
year's $12.3bn mainly 
because a "high rate of 
investment should lead to 
higher imparts of capital 
goods." 

This year's reverse in 
oil Fortunes was com- 
pounded by uncertainty over 
the outcome of December's 
presidential elections. The 
result was a speculative 
attack on tbe currency. 


which depreciated approxi- 
mately 7 per cent for the 
first five months of the year, 
compared to only 1.4 per 
cent for the last two quar- 
ters of 1997. 

The international mone- 
tary reserves dropped by 
$3.5bn between December 
and April only to recover 
slightly in May and June 
after the central bank 
increased interest rates to 
around 40 per cent on its 
short-term stabilisation 
bonds (TEMs) thus slowing 
capital outflow. In early 
June international reserves 
stood at $15.8bn, equal to 15 
months of imports. 

“For now we’ve managed 
to control the situation." 
says Antonio Casas Gonz- 
alez, the central bank gover- 
nor. Yet. he admits that the 
“very large volume of TEMS 
Is extremely costly" and will 
cause the bank to incur 
heavy losses this year. 

Tbe central bank's policy 
options to respond are lim- 
ited. It is hesitant to increase 
interest rates much Further 
to avoid a negative impact 
on economic growth and on 
the debt portfolio of banks 
and of the government, says 
Nicholas Kamp with Latin- 
Focus, a Madrid-based eco- 
nomic consulting firm. Yet 


few expect a maxi -devalua- 
tion. “The government 
appears determined to avoid 
a devaluation at all costs." 
says Joyce Chang, emerging 
market debt strategist with 
Marill Lynch in New York. 
“As long as international 
reserves allow it the govern- 
ment will not devalue this 
year,” says Bancaracas, a 
local investment bank, in a 
recent research report 

Yet with an aggressive 10- 
year expansion plan 
designed to raise production 
from currently 3.1m barrels 
per day to &2m b/d in 2006, 
tbe country will heighten its 
dependence on oil. 

PDVSA argues that a grad- 
ual increase in output will 
provide steadily growing oil 
revenue, assuming stable 
prices. *The objective is to 
maximise total oil revenue," 
says Ramon Espinosa, chief 
economist at PDVSA. What 
is not clear is why prices 
should remain more stable 
than they have so far. 

PDVSA also argues that 
more Venezuelans are to 
benefit through the partici- 
pation of corporate and pri- 
vate capital in the Industry's 
development. The private 
sector is to put up 37 per 
call of the $65bn total capi- 
tal investment aver that 
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time period In addition to 
£ibn to SlObn in outsourcing 
opportunities with PDVSA. 

Critics say the bet on oil is 
risky and scarce resources 
should be invested to diver- 
sify Venezuela's economic 
base. They argue that the 
reliance on oil is directly 
related to Venezuela's rela- 
tively high levels of eco- 
nomic volatility. According 
to the Inter- American Devel- 
opment Bank (IADB) this 
has cost Venezuela an aver- 
age of between 1 and 3 per 
cent of GDP growth annu- 
ally over the past 10 years. 

“Within the world’s most 
volatile continent, Venezuela 
has tbe most volatile econ- 
omy," Ricardo Hausmann, 
chief economist of the IADB 
said at a central bank forum 
last year. “We should not bet 
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on oil exclusively," says 
Ricardo Penfold, senior ana- 
lyst with Santander Invest- 
ment in Caracas. 

Venezuela, has attempted 
to spur diversification by 
opening sectors such as 
banking, iron and steel, and 
petrochemicals to private 
capital in recent years. 

Critics suggest agro- 
industry and tourism,, for 
example, are being “crowded 
out” as massive investments 
in the oil industry drive up 
asset values and salaries. 
Non-oil exports in 1997 were 
up 13.7 per cent over 1996 
but still only totalled 
$4.79bn, compared to $18.3bn 
in ail exports. 

‘Energy-intensive sectors 
such as ceramics, cement, 
petrochemicals, and metals 
are among the strongest 


Freddy Rojas Parra; Tndustry needs to be more competttivc ** 


non-oil export sectors. 

Yet Freddy Rojas Parra, 
the current finance minister 
and a former minister of 
industry and commerce, 
admits that Venezuela's 
' industry is not nearly as 
competitive as it should be. 
“Our industrial base is very 
large but hot nearly as com- 
petitive as of Mexico or 
Chile. It is changing only 
very slowly." 

One proposal that would 
go a long way towards cush- 
ioning the impact of oil reve- 
nue fluctuations on eco- 
nomic activity is the 
“macro-economic stabilisa- 
tion fund", which would col- 
lect oil revenue above a pre- 
set oil price and disburse 
revenue when the price falls 
below a Twinrmirm level. 

While neighbouring Col- 


ombia has adopted a similar 
fund for coffee and Chile i for 
copper, even though theu*, 
economies depend less on a 
single commodity, Venezuela 
has postponed such a deci- 
sion for years. . ^ . 

“It's tough to implement 
such restrictions when there 
are legitimate demands to 
spend excess oil revenue, 
says Gustavo Tarre Bnceno, 
head of the house finance 
committee, referring to bil- 
lions of dollars in windfall 
oil revenue that boosted gov- 
ernment expenditure from 
19.7 per cent In 1996 to 22.8 
per cent in 1997. Now. “with 
no money to spend", Mr 
Tarre aspects the bill to be 
passed before congress 
enters a long recess on July 
31 before December's presi- 
dential elections. 


PUBLIC FINANCES • by Richard Lapper 


Time for an oil change 


Falling prices 
have shown up 
the government's 
dependency on 
one sector 

Nowhere in Venezuela is the 
impact of this year’s fell in 
the oil price more apparent 
than in the country’s finance 
ministry. The arithmetic of 
the public sector’s depen- 
dency on oil is brutally sim- 
ple. 

Dividends and corporation 
tax paid at a rate of 67.7 per 
cent by the state-oil com- 
pany Petroleos de Venezuela 
(PDVSA), together with roy- 
alties, typically account for 
at least 50 per cent of gov- 
ernment revenues and each 
dollar on the oil price ie 
worth $900m in government 
revenues. 

Freddy Rojas Parra, Vene- 
zuela’s minister of finance, 
says that tbe fell in the oil 
price is a “critical and seri- 
ous problem". Already he 
has cut spending this year 
by $3.5ba [including PDVSA] 
- or more than 3 per cent of 
gross domestic product 

Even so Mr Rojas is still 
planning for a central gov- 
ernment deficit of 2.5 per 
cent of output, sharply 
reversing the surpluses of 0.7 
per cent and 2£ per cent of 
GDP achieved in 1996 and 
1997. But matters could get 
worse. 

Mr Rojas is basing his 
forecast on an average price 
for Venezuela's crude of 313 
per barrel. But in the first 
five months of the year the 
price averaged well below 
312. At the end of last 
month. Duff and Phelps, the 
US credit rating agency, esti- 
mated that revenues could 
fall by 3 per cent of GDP as a 
result of the lower oil price. 

Second, be is banking on 
Venezuela's privatisation 
programme going ahead in 
spite of political apposition. 
He expects net receipts of at 
least SI bn from the sale of 
the Corporacidn Venezolana 
de Cuayana aluminium com- 
plex even though the sale 
has already been postponed 
once and is opposed by some 
congressmen of 'Accibn 
Dcmocratica. the party 
which bolds most seats in 
Congress. 

Third. Mr Rojas expects 
revenues of some 3300m 
from planned increases to 
some export and Import 



The public sector depends on ofl revenues 


taxes and a rise in the rate 
of the country’s unpopular 
sales tax from 16.5 per cent 
to 18 per cent Already many 
economists are revising their 
forecasts lower. 

One senior economist 
close to the government esti- 
mates that the deficit will 
climb to 3.3 per cent of GDP, 
while many private econo- 
mists suggest the gap could 
be wider. Bank analysts say 
that the wider consolidated 
public sector deficit, which 
Includes the deficit of the 
central bank and state com- 
panies, will be higher. 
According to one estimate 
the gap could exceed 7 per 
cent of GDP. 

In the financial markets 
fears are growing that tbe 
government may be forced 
to barrow or print money in 
order to finance the deficit, 
raising inflationary pres- 
sures. increasing pressure on 
the bolivar and the likeli- 
hood of a devaluation. 

Critics argue that succes- 
sive governments have not 
done enough to lessen 
dependency on oil. Since 
President Carlos Andres 
Perez launched the counfry's 
current phase of economic 
liberalisation in 1989. there 
has been some progress in 
reducing the public sector’s 
dependency on oQ revenues. 
A consumption tax intro- 
duced by President Rafael 
Caldera in 1993 has helped 
Increase the amount raised 
from the non-oil sector from 
5 per cent of GDP in 1989 to 


more than 10 per cent in 
1997. 

But the new indirect tax is 
hopelessly inefficient. 
According to Gustavo Tarre 
Brlcefio, president of the 
Congressional finance com- 
mittee, more than 50 per 
cent of potential revenues 
from It are lost through eva- 
sion- When the tax rate was 
increased from 12J5 to 16.5 
per cent at the end of 1994. 
the amount of tax lost 
through evasion Increased 
correspondingly, so that in 
real terms no more tax was 
collected. 

At the same time the gov- 
ernment has made little 
progress in increasing its 
non-oil tax revenues. As a 
percentage of GDP central 
government tax receipts are 
tbe lowest of any large 
South American economy, 
while revenues from direct 
taxes are among the lowest 
on the continent, according 
to a recent report by the 
United Nations Economic 
Commission for Latin Amer- 
ica and the Caribbean. 

As a result the pattern of 
public finances remains 
cyclical with buoyant oil 
prices leading to strong gov- 
ernment revenues and lower 
prices plunging the public 
accounts into difficulties. 
Deficits in 1994 and 1995 - 
which were particularly big 
as a result of the banking 
crisis and the government 
bailout - were followed by 
good years in 1996 and 1997 
when oil prices were higher 


Although taxes on oil 
exports were scrapped in 
1993 - to allow the national- 
ised oil company. PDVSA to 
invest more in exploration 
and production - public 
accounts registered sur- 
pluses in those two years. 

Political weakness - and 
in particular conflicts 
between President Rafael 
Caldera's minority govern- 
ment and congress - has 
contributed to the fiscal cri- 
sis. Congress, has still to 
approve government plans 
to establish an oil stabilisqtf' 
tion fund, into which extra 
revenues due to last year’s 
relatively high oil price 
would have been channelled. 
Such a fund would have 
helped offset this year’s rev- 
enue shortages. 

But instead the govern- 
ment took advantage of the 
extra revenues to increase 
public spending, with spend- 
ing on public sector wages 
rising by 40 pa- cent in real 
terms. 

The absence of a stabilisa- 
tion funds means that “when 
you have money it is diffi- 
cult to save it," says Ricardo 
Penfold, vice-president 
research at Santander 
Investment in Caracas. ■ 

Mr Pedro Palma, presiddfic 
of Heptagon, a local invest- 
ment bank, says that the 
cycle linking oil price move- 
ments with public finances 
has “repeated itself over and 
over again”. 

Mr Penfold argues that the 
goverame-t's decentralisa- 
tion puliry, which has 
handed more political and 
economic pcv.ur to the 
regions, has undermined 
efforts to control spending. 

While spending on public 
sector wages and investment 
have been cut in the past 
eight years, spending on 
transfers and subsidies to 
the regions has increased 
sharply, ^ 

Frequent, changes of both 
ministers and personnel 
have also undermined the 
consistency both of govern- 
ment policy and its adminis- 
tration. Critics say figures 
produced by the finance 
ministry are sometimes con- 
tradictory. 

“This is a very profession- 
alised area bnt they just 
haven't had stable teams. 
There has been a virtual 
institutional collapse,” says 
an economist who works 
with Mr Briceflo's commit- 
tee. 



We are proud... 

to work in partnership with the world's largest 
oil companies, to assure a secure, steady supply 
of energy to our many clients around the globe 

to be owner and operator of the largest refinery 
complex in the world 

to be the single largest exporter of crude oil 
and refined products to the United States 


to be owner of the largest and fastest-growing chain 
of gasoline stations in the United States 

to be the source for the largest proven reserves 
of hydrocarbons in the Western Hemisphere 


We are Petroleos de Venezuela sa 

www.pdvsa.com 
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ride likely 
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. Social security ~- 
reforms bode well 
but so far the 
market has been 
slow to mature 

Venezuela’s stock market 
has given investors a roller- 
w coaster ride in recent years. 
A 7 Two years ago the Caracas 
market was the world’s best 
performing with shares 
gaining 186 pm- cent In dol- 
lar terms. 

Onring the first five 
months of 1998 it was Tj»wn 
America's worst performing 
with a negative return of 
45.5 per cent in dollar 
terms, one of the worst per- 
formances of any market in 
the world. 

Worries over the impact of 
the lower oil price and pos- 
sible devaluation, as wed as 
political uncertainty ahead 
of December’s presidential 
elections have been the 
main factors depressing con- 
fidence. 

Although share values in 
dollar-terms are at their 
lowest historic levels and 
* some argue there are good 
~ ■ baying opportunities, few 
analysts expect the market 
to make much progress this 
year. 

“Most investors will 
remain on the sidelines 
until currency and political 
concerns are resolved some 
time next year," says one 
Caracas broker. 

Local bine chips have 
offered little relief. Can tv 
has outperformed the local 
market but Is still down 
by 32.5 per cent in 
dollar terms. A recent 
report by Lehman Brothers 
on bell-wether, Can tv, the 
telecommunications com- 
pany, said: “The stock is 
'dead* money until the out- 
| look for the currency, the 
W price of oil, and far elections 
at the end of the year is 
dearer.” 

Eiectricidad de Caracas 
(EDC), the utilities com- 
pany, has seen its 
prospects overshadowed by 
an electricity rate freeze 
imposed by the government 
in March and due to last 
■ , .until next year. It traded as 
low as Bs335 in earty June, 
compared to a 52-week high 
of 683. 

According to Bancaracas, 
a local investment bank, 
EDC’s operational and 
financial results par 
employee are lower than 
those of many other Latin 
American utility companies, 
•mind this could force the 
^ company to "trim additional 
fat". 

Not surprisingly in 
this scenario liquidity 
has been depressed. Of 
the 96 companies listed 
. only a dozen shares are 
widely traded. 

While daily turnover 
reached $15m this time 
last year, it is now 
back down to between $3m 
ftnd $4m. Only a handful of 
the 10 foreign brokerages in 
Caracas are active on a reg- 
ular basis. 

The much-awaited flurry 
of new listings, that was to 
boost liquidity has yet to 
. M emerge. 

I v “a number of companies 
have put off plans for IPOs 
because the conditions are 
simply not given," says Mr 


Andres Ricardo Gluski, 

. executive vice-president 
with Santander Investment 
in Caracas. He also does not 
expect the recently priva- 
tised steel plant Sidor to be 
given a listing for another 
two years. . 

In tim medium term two 
developments could help, 
however. A long-delayed 
83504450m issue of “petro 
shares" by SOFIP, a subsid- 
iary of state-owned oil com- 
pany PDVSA was scheduled 
for this month and is expec- 
ted to add liquidity to the 
market. 

The shares represent a 
participation in various 
projects in the petrol indus- 
try. As part of a “popular 
participation” programme 
In the oil industry, 
the shares will be targeted 
towards retail investors 
and could well become the 
most-traded paper on the 
market 

Secondly, the emergence 
of privately-managed pen- 
sion funds could increase 
investor interest in the 
stock market A framework 
social security law was 
approved by congress 
last December and specific 
legislation on pension 
funds was expected to be 
approved before the end of 
July. 

Meanwhile attempts to 
improve the efficiency and 
transparency of the market 
have met with only limited 
success. Although the 
exchange is automated and 
most transactions are made 
electronically, the CSE has 
made little progress to 
improve Its settlement sys- 
tem taking five business 
days to settle most transac- 
tions. 

Following several 
attempts to upgrade the sys- 
tem, especially its recently 
established central deposi- 
tary fund, the CSE is now 
said to be seeking to buy an 
entirely new “off-the-shelf’’ 
system and to be looking at 
the Madrid stock exchange 
as . a model. 

“The current situation is a 
disaster,” said one broker. 
“We wasted four years and a 
lot of money.” - - 

Concerns about money- 
laundering - which recently 
re-emerged in the banking 
sector - have spread to the 
securities market. Rules j 
requiring greater disclosure , 
by investors and prohibiting 1 
cash transactions of more 1 
than $10,000 were intro- 
duced in May. 

The faltering debut of the 
derivatives market also 
reflects the immaturity of 
the market. 

Foreign exchange futures 
compete with an unregu- 
lated, over the counter, 
foreign exchange forward 
market, while investors 
arbitrating interest rates 
fear pressure from authori- 
ties over “alleged sabotage” 
of monetary policy. 

“It’s been harder 
than we expected 
and requires an aggressive 
awareness campaign,” 
admits Josd Gonzalo 
Muci, who also heads 
the futures exchange. He 
expects to soon launch 
a future repo market. 
“It takes time but 
will add depth to the 
market* 


The system has 
come a long way 
since 1994 out a 
smooth ride is 
not guaranteed 

Nearly four years after its 
complete collapse in 1994, 
Venezuela's hanking system 
has come a long way 
towards improving its regu- 
lations, supervision, and 
regaining credibility. Yet tbe 
shake-up of the banking sec- 
tor is not over, with 
increased competition and 
tough, new market condi- 
tions likely to drive several 
banks out of business. 

The arrival of foreign 
banks and more rigorous 
banking norms, did much to 
boost the credibility of the 
country's tainted f in a n ci a l 
sector. Spain's BBV and 
Banco Santander acquired 
Banco Provincial and Banco 
de Venezuela, the largest 
and third-largest banks, in 
late 1996 and early 1997, 
respectively. Chile's Izzfisa 
took control of Banco Congo- 
lid ado (now Carpbanca). the 
fbnrtb-Iargest bank. Foreign 
control has risen from less 
than 5 per cent of total bank 
assets In 1994 to around 50 
per cent 


Foreign banks also 
sparked heightened competi- 
tion and the consolidation of 
a “crowded” financial sector. 
Some 40 banks vie for a mar- 
ket that totals only Sl5.4bn 
in deposits. "Some institu- 
tions w£Q not be able to jus- 
tify their existence - they 
have no economy of scale, no 
market" says Oscar Garcia 
Mendoza, president of Banco 
Venezolano de Cr&dito. 
“Some owners do not yet 
realise it but at some point 
they mU have to sell" In a 
recent research report Salo- 
mon Smith Barney, the 
investment bank, estimates 
that “up to 18 banks COilld 
disappear during 1998 and 
1999." 

Indeed, the first months of 
1998 saw a wave of mergers 
and acquisitions worth more 
than ?30Qm. A group of Ven- 
ezuelan investees, lacked by 
George Sotos, the financier, 
acquired a 65 per cent con- 
trolling share in Banco Car- 
acas. a medium-sized com- 
mercial bank for Sl33m. 

Scat la bank of Canada 
acquired a 25 per cent stake 
in Venezuela’s Banco del 
Caribe, the 8th largest, for 
$88m. The UK's Standard 
Chartered Bank gained a 
foothold in Venezuela 
through the purchase of the 


Caracas-headquartered 
regional bank Extebandes 
for $!6Sm. In January, Banco 
Provincial bought up Banco 
Popular y de los Andes for 
$43m. Carpbanca, the fifth 
largest banfr signed a con- 
tract with an option to bay 
Banco Orinoco. 

Some banks not associa- 
ting with powerful partners 
and scrambling to create a 
niche for themselves are said 
to be en g aging in risky lend- 
ing activity, including 
long-term, fixed interest 
mortgage loans with little or 
no collateral - a gamble, 
considering volatile inflation 
and Interest rate behaviour. 

After years of economic 
recession, credit demand 
increased by a record 133 per 
cent to BS5.170 trillion in 
1997. fuelled by deep nega- 
tive interest rates and a 
recovering economy, and 
even small banks got a share 
of the pie. hi order to meet 
credit demand banks have 
had to sell part of their 
investment portfolio. The 
loan portfolio has jumped 
from 33.96 per cent of total 
assets in 1996 to 51 per cent 
in April, 1998. while invest- 
ments now make up only 
19.24 per cent, compared to 
3856 per cent in 1996. 

Yet with interest rates 


suddenly going positive 
same bank* and many more 
customers may be caught off 
guard. 

Since January of 1998 
credit growth has virtually 
stagnated, growing only 45 
per cent in April Bad loans 
as a percentage of the total 
loan portfolio increased only 
marginally from 2L2 per cent 
in December to 3.1 per cent 
In April and. according to 
Josd Grasso. head of Softline 
financial consultancy, con- 
tingency reserves are 124 per 
cent of bad loans on average 
in the industry and as high 
as 250 per cent in some 
banks. 

Yet some banks have seen 
their overdue loans increase 
beyond 4 per cent of their 
total loans. “The way you 
fare in t hfo mini-crisis will 
depend on your balance 
sheet," says Michel Goguj- 
kian. chief executive officer 
at Santander Investment in 
Caracas. “If you're heavy on 
consumer loans with low 
reserves you’ll be affected 
more than others." 

Some observers fear that 
the closure even of smaller 
hanks could send unwanted 
ripple effects through a 
banking sector only recently 
recovering from a severe 
credibility crisis. “An 


orderly consolidation of the 
banking sector will depend 
on the appropriate govern- 
ment policies," says Andrfes 
German Otero, general man- 
ager of corporate finance at 
Banco Provincial. Yet 
according to Antonio Casas, 
the central bank governor, it 
is too early to sound the 
alarm bell. “We are seeing 
no signs of immediate trou- 
ble in the banking sector." 

The collapse of Banco 
Latino in 1994, then the sec- 
ond-largest bank, sparked a 
banking crisis that cost 
more than SlObu or 16 per 
cent of GDP in government 
bail outs and saw more than 
a third of the banks nation- 
alised. Tbe state deposit 
insurance fund. Fngade. has 
now sold off its most impor- 
tant holdings, including the 
largest banks, but has recov- 
ered only BssOObn ($i.48bn). 
It still plans to sell a number 
of holdings in real estate, 
tourism, and the insurance 
sector. 

While most analysts agree 
that bank supervision and 
balance sheets have 
improved considerably over 
recent years, critics point 
oat that tbe industry has' 
still not adopted US gener- 
ally accepted accounting 
principles. Banks with rising 
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book values could actually 
be losing money, they argue. 
Others reject the charge, 
arguing such distortion is 
minimal due to low levels of 
fixed assets. 

The call for increased scru- 
tiny of off-shore operations 
was underscored in May 
when US authorities changed 
five Venezuelan bankers 
with laundering $9.5m in 
illegal drug proceeds 
through foreign branches of 
four Venezuelan banks. 

Foreign banks have so far 
done little to improve cus- 
tomer service, with long 
queues of disgruntled cus- 
tomers at their branches. 
“We underestimated the 
work required to overhaul 
the bank across the board - 
from systems, operations 
and administration to mar- 
keting and products “ says 
Mr Goguikian. 

At Banco Provincial: “tbe 
decision was taken to start 
from scratch with an 
entirely new system. That 
means that service tempo- 
rarily gets worse before it 
gets better," says one 
high-level bank official. 


Private or ,7^ / 
Corporative 




www.bancomereantil.com 

Venezuela’s financial website! 
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PROJECT FINANCE • by Richard Lapper 

Forging strategic associations 


Hie buzz in 
the oil sector 
contrasts sharply 
with activity 
elsewhere 

Venezuela's decision to open 
its oil and petrochemical sec- 
tors to private capital is 
attracting a stream of invest- 
ment bankers tO flamnwa 

Petroleos da Venezuela 
(PDVSA), the state-owned oil 
company, is seeking to raise 
up to SlSbn to flnanrp the 
expansion of oil exploration 
and production In the Ori- 
noco belt. Within the past 
year the first of a number of 
billion dollar plus doaig have 
been negotiated with banks 
in both the international 
syndicated loans and capital 
markets. “It’s a very hot 
area." says Frank Amador of 
CNI, a local company that 
advises Credit Suisse First 
Boston, the US -Swiss invest- 
ment bank. 

Although big sums .are 


being invested In operating 
and profit-sharing agree- 
ment, a third class of agree- 
ment - so-called strategic 
associations, effectively 
long-term joint-ventures 
between PDVSA and foreign 
companies - is attracting 
international banks. Four 
such deals have already- 
been approved by the coun- 
try's congress to exploit 
heavy crude resources In the 
Orinoco belt 

• Last July Petrozuata. an 
association formed by 
PDVSA.' through its recently 
restructured Maraven sub- 
sidiary, and Conoco, the US 
oil company, raised $1.4Sbn 
on international markets to 
help finance a $2.43bn devel- 
opment project 

• The Cerro Negro associa- 
tion - Which links PDVSA 
with Mobil of the US and 
Veba of Germany - is soon 
expected to launch a 5900m 
financing for a $2bn Cerro 
Negro project 

• Later this year the spon- 
sors of a third heavy oil proj- 


ect - Total of France, Statoll 
of Norway and PDVSA - 
will seek to raise a further 
S2.7bn for the 34bn Cincor 
development 

• The sponsors of the 
Hamaca project - Arm, Phil- 
Jps-Texaco and PDVSA - 
aim to raise fl.2bn next year 
for a $3bn project 

Two other strategic associ- 
ations have been agreed but 
have yet to receive congres- 
sional approval. Project 
finance techniques have also 
been adopted to develop pet- 
rochemical reserves. Last 
month, Fertinitro - which 
links Snamprogetti of Italy, 
Pequiven. the PDVSA petro- 
chemicals subsidiary, 
Empresas Polar of Vene- 
zuela, and Koch Industries of 
the US - raised S700m in 
debt financing to help 
finance an ammonia and 
urea plant 

The initiatives are signifi- 
cant in international terms. 
Deals relying on syndicated 
bank finance - the tradi- 
tional source of project 


financp — as well as on the 
capital markets are rela- 
tively new. 

Until recently pension 
funds and insurance compa- 
nies which provide capital 
through bond issues have 
been loath to make the 
long-term commitments nec- 
essary for infrastructure pro- 
jects, especially to those' 
located in the emerging mar- 
kets, where political risks - 
such as the possible expro- 
priation of assets - are 
deemed to be greater than in 
the OECD countries. 

Bankers involved in the 
Venezuelan deals were able 
to reassure investors by 
devising a structure that 
directed dollar revenues 
Cram the projects Into off- 
shore trusts from which debt 
service- is paid. 

Even though the terms are 
relatively long-term - 
between 12 and 25 years for 
the bonds in the Petrozuata 
financing - credit rating 
agencies Judged the financ- 
ing to be a better credit risk 


than bonds Issued by the 
Venezuelan government 
itself, a fact reflected Jn the 
relatively strong market per- 
formance of the bonds. 

According to Jose Sifontes, 
project finance manager at 
PDVSA the Petrozuata issue 
set a number of records for 
emerging market bor ro we r s, 
being the largest simulta- 
neous (bond and hank finan- 
cing) emerging market proj- 
ect financing . 

By deploying the same fin- 
ancing structure in the Fer- 
tinitro deal bankers broke 
new ground. Hitherto bond 
investors have been unpre- 
pared to provide funds for 
the petrochemical industry 
because the prices paid for 
products such as ammonia 
and urea are volatile and 
revenues are uncertain. Mr 
Sifontes, whose department 
Is handling a number of 
smaller projects this year, 
says banks have shown 
great Interest in the deals. 
“We've found a big level of 
competition. The biggest 



banks are participating.’’ 

. The frenetic pace of activ- 
ity in the oil sector, con- 
trasts sharply with project 
finance activity elsewhere in 
Venezuela. Budgetary pres- 
sures have led to a sharp 
deterioration in the coun- 
try’s transport and energy 
Infrastructure during the 
1990a, winking the c o untry a 
prime target for privately-fi- 
nanced regeneration. 

However a combination of 
legal confusion and political 
wrangling has held up prog- 
ress. Bankers are watching 
closely the outcome of a 


$30Qm contract to develop a 
toll road between Caracas 
and the port of La Guaira. 

Although the contract was 
awarded to a consortium led 
by Empresas ICA, the Mexi- 
can construction company. 
In 1985, work on the project 
has been Btalled. 

The government has been 
unable to provide guarantees 
on traffic flows ox the road, 
partly because the laws gov- 
erning public tenders and 
public credit are contradict 
tory. In addition, because of 
opposition from truck driv- 
ers, the authorities have 


,en unable to push through 
Ians to increase tolls. With - a 
it higher tolls the operate (1 
ig consortium considers the 
roject uneconomic. 

PDVSA's constitution 
ves it freedom to structure 
ratracts with investors 
hich means it has been 
)le to agree deals much 
ore easily. But while the 
ate-oll company demon- 
rates the benefits of gain- 
ig access to the lnterna- 
Dnal markets, progress 



PRIVATISATION • by Raymond Collitt 


Rich pickings but obstacles remain 


Sell-offs dogged 
by inconsistent 
policies and 
opposition by 
labour unions 

The planned - but so far 
unsuccessful - sale of the 
state-owned aluminium com- 
plex - the CorporaciOn Vene- 
zolana de Guay ana - this 
year has highlighted the 
problems of Venezuelan pri- 
vatisation. 

Venezuela Is rich in assets 
and desperately in need of 
resources for social and 
infrastructure investment. 
But although some privatisa- 
tions have been successful 
the programme has been 
dogged by inconsistent poli- 
cies and opposition from 
congressmen and labour 
unions. 

Successes - such as the 
sale of the telecommunica- 
tions company, Cantv, which 
has improved service stan- 


dards, compare with failures 
like Viasa. the state airline, 
privatised in 1991 that col- 
lapsed last year. 

And although the govern- 
ment's programme appears 
ambitious, encompassing 
finance, iron and steel, alu- 
minium, electricity, tourism, 
and ports and smaiiw hold- 
ings in businesses ranging 
from real estate to race 
tracks, progress has often 
been painfully slow. 

The fate of CVG's alumin- 
ium complex, which has an 
annual production capacity 
of 630.000 tonnes and is one 
of the world's largest, is at 
the centre of the immediate 
political debate surrounding 
privatisation. 

On paper it is one of 
the government's most 
attractive assets but labour 
opposition helped derail the 
CVG sale in March. Less 
than a fortnight before the 
scheduled auction day, 
unions staged a costly strike 


which damaged part of the 
production line and 
Increased costs. 

Subsequently three Inter 
national consortia, including 
Alcoa and Reynolds of the 
United States as well as 
Norsk Hydro of Norway 
withdrew from the bidding 
process, arguing that the 
base price of $2.1bn - as weD 
as energy costs - were too 
high, and labour and envi- 
ronmental obligations too 
onerous. The government 
has now altered the terms of 
the contract and is expected 
to lower the base price. 

Venezuela has had some 
success In selling other 
heavy industry assets. In 
December last year an all- 
Latin American consortium 
led by Mexico's Hylsamex 
paid $t.78bn (including debt) 
for a 70 per cent stake in the 
Corporacidn de Guayana's 
3.7m tonne Sidor steel plant, 
the region's last large steel 
plant to be privatised. 

But the privatisation of 


the power industry - princi- 
pally the nation-wide power 
company Cadafe and several 
regional power distribution 
companies — been inhib- 
ited by the lack of a legisla- 
tive framework. iTinindiwg 1 an 
inconsistent approach 
towards rating. 

Attempts to sell one bf 
the smaller regional power 
companies - based on Mar- 
garita island - has been 
repeatedly caught up in red 
tape and political contro- 
versy. The government had 
to draw up a special tariff 
regime and negotiate munic- 
ipal taxes with the island's 
local authorities. 

The sale is now scheduled 
for the second week of 
August and Its base price 
will be announced in late 
July. Eleven consortia have 
qualified to bid for the sys- 
tem, which is estimated to 
be worth between $5Qm and 
880m. 

Though the assets are rela- 
tively small, the government 


hopes it will serve as a 
benchmark for subsequent 
sales In the power sector. 

The chances appear slim 
but two other power com- 
pany sales could go ahead 
thin year if legislators 
approve the framework 
power bill that is currently 
hairi up in parliament. 

One is a 70 per cent share 
in the power transmission 
and distribution system of 
the eastern Monagas and 
Delta Amacuro regions with 
some 84,000 customers, 
where an oil boom is 
straining infrastructure 
capacity and leading to 
repeated blackouts. Another 
is the sale of two regional 
companies Enel bar and Enel- 
ven-Enelco. 

The government began 
preparing Cadafe Itself for 
privatisation over a year 
ago. Yet hi the face of oppo- 
sition from no fewer than 37 
labour unions and wide- 
spread corruption, it has 
made little progress so for. 


These difficulties contrast 
sharply with successful 
efforts to channel private 
capital into the oil industry, 
orchestrated by PDVSA, the 
state oil company, and its 
president, Luis GlustL 

The "aperture" - or open- 
ing - not only aims to 
attract capital but is also 
designed to allow mare Ven- 
ezuelan companies arid indi- 
viduals to own ‘'equity" 
stakes in the industry 
through so-called “petro" 
bonds. These will reflect the 
value of PDVSA’s stakes In 
its strategic associations 
with private companies and 
requiring a minimum invest- 
ment of less than $200 are 
designed to be widely acces- 
sible to the Venezuelan pub- 
lic. 

The government Is taking 
a more direct approach 
towards its petrochemical 
industry - although a legis- 
lative proposal to sell a 49 
per cent stake in Pequiven, 
PDVSA's petrochemicals 



StMfyMO-ofi: 70 per cent rf SIDOR wnaoM last year ap 


subsidiary, has been held up well aware of the political 
in congress. The sale, which sensitivities of government 
could be approved later this policy towards the oil indus- 
year, could raise more than try. Recalling that . the 
$lbn, helping to fond an “opening" was originally f. 
$8.3bn 10-year expansion conceived in 1989 - seveir 
plan. years before the actual intro- 

From time to time Mr ductkm of the policy - he 
Glusti has tacitly suggested says: "One of the thing s you 
the possibility of a partial learn, is that the shortest 
privatisation of PDVSA distance between two points 
itself. is not always a straight 

Mr Glusti, however, is Hue." 


#4 



!n Venezuela, investments are more productive thanks to CANTV, the privatized national telecommunications company. JR JA m 

Through its nationwide system of voice, video and data networks, CANTV connects all of Venezuela to the world, \|jnn I V 
facilitating transactions of every size and business of every kind. CAAflV: Opening the door to Venezuela. 
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THE ARTS 




ScottencTsmafor festival 
lyY -’ • «Wbittoa tor 1088 fea . 


Thfe year'sZarfcft festival is 


£ 55 ,.^ 




'£-‘;^rr ':' ' -3j» Musaio faf ModcroArt te- 

•■y . • -nKMih&WWia io-‘ - 


theatre from AuafraSet; Cuba, 
.Ma,: Israel,' Japan, 4Jthuanta 
■and l Fdfan± jlfe bp«u tine-op I- 
;incIud8Scr/^l^^Pounfa^ 
production of £a fiBKfc^ cfeT - 
West, andthwe are .concerts 
conducted ’ 


j flafq. The^partng performance 
Cn friday at the Opfrmhaus 
features Jonathan fcSBe^s 
production of Nabubcoi 

mm. 

The Jewish Museum & Shearing 
a retrospective of.R.B- Kitaj bn 
fbeoccaston of bismove to Los 
Angetes. Kitaj, an'AmaBcgttr Who 


’ • CCBistnjcflvism, and the most 
* • . importtmtJHus^wi artist of ttW 
■ : parlod •fcAtowrfrig tfw .1917 . : 


wiciewiBjWQfi, vrrua 

op® 1 ® ^IhuradakpreserrtB * 
^ -% W# 300 works created between - 

- u . wiaJ5*nd:1909;: . > . ... <• . . 

•• ; - •*-•••'• 
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DANCE 


Romeo in 
the round 



ISSiQs, hss spent most off the . 
past 40 years in Lohdoiv'fh* ■ 
show opens ^Thursday; . 

ioUOGNE ' : C 

A major retrospective dt 
American Pop artfet Aobert 



Eugene O’Neal's The Hairy Ape. 
performed by the Wooster 
Group of New York. The first 
opera premiere is Tristan unrf 
Isolde next Tuesday at the 
Nefonaftbeater, 

LONDON 

The of London festival - 
three weeks of concerts in the 
magnificent churches, Uwsry 
hate end open spaces of the 
Square MUe - opens tomorrow 

with a candteflt Rakhmaninov 


theWa^-Richartz. : M^euTnc>n 
Saturday. Featuring <300 works, ; 
: ft was first shown ta'jjew Yak 

and Houston, and will Jptee 
move tb Bilbao: - -■* . .. • -'. - . :. 


MUNICH 

The Murtich opera festival 
begins on Thursday at the 
PriFOhag^rtBntheatisrwith three 
new baBefe. foflowed on 
Saturday at the Rerthatte by 


On Saturday, the aiteh 
Museum presente an exhibition 

devoted to the Maori people 

of New Zealand. On display 
wIB be 50Q objects, tadbcfing 
material collected during 
the 18th century voyages 
of Captain Cook. 

Three American plays open in 


London this wade Tomorrow, 
David Mamet's latest. The Qfcf 
Neighbourhood, has its 
European premiere, directed by 
British playwright Patrick 
Matter, at the Royal Court 
Theatre Downstairs (Dtdke of 
York's). The cast ndudea Diana 
Quick and 20e Wanamaker. The 
same night, Angela da Castro 
(right) performs her own ono« 
woman play The Gift at the Pit 
as part of the Barbican’s j 

International Theatre Season, j 
On Wednesday, Paula 4 

Vogel’s surprisingly M 

I delicate study M 

of child 
1 abuse. How 
! f Learned to 
Drive, opens 

atthe • -ifSp^ia ' 

Donma- 

Warehouse. 
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Clement Crisp 

warms to the 
spectacle of the 
English National 
Ballet at the Royal 
Albert Hall 

With, his arena staging of 
Sioan Lake last year at the 
Royal Albert Hall, and with 
his new Romeo and Juliet, 
whose first performance I 
saw on Thursday night in 
the same location, Derek 
Deane has played an astute 
game in the battle for audi- 
ences in a London denuded 
of dahce-theatres. He has 
played an ever more astute 

garnt* in making his P.n gTiah 

National Ballet known to an 
ever-increasing public. 

Ballet in the round may 
not be the conventional view 
of that classic art Yet Mau- 
rice B£jart showed during 
the 1970s, through vast per- 
formances in sports arenas 
(25,000 adoring fans watched 
a programme in Mexico 
City), and by staging specta- 
cle in a tented Grand* Place 
in Brussels or in that city's 
Cirque Royale, or in the Bofo- 
oli Gardens, that the very 
fact of such gigantism had 
an appeal and a value for the 
public. And dance was 
reaching a new audience, 
was winning friends, and - 
perish the thought - making 
money at the box-office. 

The Bolshoi Ballet’s sea- 
son a couple of years ago at 
the Albert .Hall was an 
BK t^niBhing affair brilliantly 
sold, costing a fortune to 
stage, hut, I gat h er , breaking 
more than even because 
night after night an audi- 
ence made up of newcomers 
or unconvinced dance-goers 
was held by spectacle, by a 
roaring physical energy 
whiqh reached the remotest 
heights of the hall, and by 
the intoxication that such 
enterprises engender In the 
public. 

It was what made The Mir- 
acle so successful in the 
1920s in just such surround- 
ings, and what makes mon- 
ster opera stagings - either 
in theatrical arenas or in the 
Terrai di CaracaHa - such a 
good night out for a public. 
Seek not for finesse - 
though Tamara Rojo and 
Lynn Seymour in this new 
Romeo play with all the 
finesse in the world - but 


accept mass withrariagnn as a 
bonus to your enjoyment 

I did not approve of last 
year’s unfocused Swan Lake, 
albeit approving of Deane's 
motives in Tnatrmg it (new 
audience; much publicity). 
This year's Romeo is for bet- 
ter conceived as a staging in 
the round. The action has 
focus in that It Is placed 
against the facade of the 
Capulet palazzo (whence 
come and go the revellers 
and crowds, when not pour- 
ing down the aisles of the 
hah itself). Lighting is bet- 
ter. The orchestra (ampli- 
fied) is placed above and 
behind Casa Capulet 
* Action is well-paced across 
the arena. Deane is a clever 
creator In thus spreading his 
dance like marmalade on the 
toast of the dance-area: num- 
bers may replace intensity of 
expression, but be manages 
to teD his story in sure style, 
and there are intimate cho- 
reographic moments (the 
balcony duet especially) 
which transcend the setting 
and do not dissipate in the 
vastness of the locale. 

AH In all, it is a success, 
and for Deane - imbued 
with every breath and pulse 
of MacMillan’s Romeo in 
which he danced with great 
distinction - also a real 
achievement in not parrot- 
ing MacMillan's procedures. 
Pretty costuming (by Rob- 
erta Guidi di Bagno) is a 
help. So are flaming torches, 
sheer numbers of revellers, 
and a cunning sense of thea- 
tre which gives the action a 
heart - both physical and 
emotional. What is not a suc- 
cess is the gigantic block of 
bloe-ish masonry which rolls 
into the arena, revolves sev- 



0PERA RIGA HOLDS ITS FIRST FESTIVAL 


Latvians serve up a 
nourishing programme 

Its recent history has not been easy, but Richard Fairman 
encounters a spirited company in a newly restored theatre 


A dancer of rare emotional and physical grace: Tamara Rojo with her Romeo, Roberto Bofie Mnoti** 


this scale, where sheer num- lers or amid family tensions, 
bers might be supposed to be and the -drama lives exactly. 


the viewer’s reward, the 
chief joy of the evening is 
the performances of certain 
artists, chief nm^ ng them 
Tamara Rojo as Juliet 


Her body curves in delight, 
is tom by grief, and we 
believe. She is beautiful, 
moves most sweetly, and she 
commands the vast area she 


She was an adorable Clara dances in with no apparent 
In ENB’b Nutcracker last effort, 
winter. How she is revealed Her Romeo, alas, can do 


Oddly for a production on this scale, where sheer 
numbers might be supposed to be the viewer’s reward, 
the chief joy of the evening is the performances of certain 
artists, chief among them Tamaro Rojo as Juliet 


eral times, and tries to pre- 
tend it is a balcony. We are 
not misled. It Is a supermar- 
ket trolley with delusions of 
grandeur. Nor was I much 
taken by lethargic orchestral 
tempi in the first act the 
crowd must, like football 
supporters in Marseille, be 
kept on the move. 

Oddly, for a production on 


as a dancer of rare emotional 
and physical grace, of fresh 
impulses, of wholly engross- 
ing feeling. She looks very 
young: she looks like Juliet 
Her acting is unforced, abso- 
lutely convincing. Amid the 
mdlde, her face bolds our 
attention by its beauty and 
its expressive truth: you see 
it through a crowd of revel- 


none of this. Roberto Bolle 
(last year’s Siegfried In 
Swan Lake) is convention- 
ally handsome, a superb 
partner, and of plank-like 
inexpressivity. His dancing 
is technically elegant, and 
says nothing. His two 
expressions (avec or sans 
smile) may suggest that 
Romeo is a Veronese dimwit 


(an arguable reading) but do 
not bring much to explain 
Joliet’s evident" and lovely 
passion. 

The other blaze of glory 
con^s from Lynn Seymour 
as Lady Capulet You have 
but to see a gesture - bom 
in and of the music - to 

know her greatness. Every 
feeling is clear, thrilling. 
Raging at Romeo when 
Tybalt is dead, she is a Fate 
aroused Her entry in Act 2, 
enveloped in a grief through 
which she surveys her 
world, is heart-rending. She 
is, as ever, a sublime theatri- 
cal being. 

I admired much of the 
company playing, with Lau- 
ren ciu Guinea a darkly dan- 
gerous and taunting Tybalt 
and Mary MUJer a Nurse of 
spirit and compassion. This 
Romeo does what it has set 
out to do. and a large public 
will not be gulled or disap- 
pointed - wards not always 
applicable to ballet perfor- 
mance here at the present. 


Latvians appreciate the good 
thing s in life. Faced with the 
problem of finding a new 
general manager for the 
National Opera a few years 
ago. they turned not only to 
a proven administrator, hut 
to the capital's leading res- 
taurateur - surely a unique 
double. ' What are the 
chances of Terence Conran 
making it on to the short list 
for Covent Garden? 

To the foreign visitors at 
the first Riga Opera Festival 
(June 11-22) this was far 
from an academic point. 
Take a cultural holiday in 
some major cities of the for- 
mer Soviet Union and artis- 
tic nourishment is likely to 
be all you will get But go to 
Riga and there is no need to 
survive on a diet of music 
alone. Anybody visiting Riga 
for the opera should set out 
without any misconceptions 
that they are going to the 
Metropolitan Opera or La 
Scala. Latvia is a country of 
only ftjhn people and it is 
remarkable that it should 
have a full-time opera com- 
pany at alL Be prepared to 
take the rough (the brass 
section in the orchestra, 
slips and bumps on the 
stage) with the smooth. 
Above all, there is a com- 
pany spirit that brings exu- 
berance to everything it 
touches. 

The city also has a special 
claim to feme for opera-lov- 
ers. In 1837, early In his 
career. Wagner came here as 
musical director of the thea- 
tre. He was to stay for two 
years, conducting a varied 
selection of operas from Moz- 
art's Die Zauberfl&te to Bel- 
lini's Norma and starting 
work on the composition of 
his opera Rienzi, before 
being obliged to beat a hasty 
retreat from the country in 
order to escape his creditors. 

A new opera-house was 
built In Riga in the 1860 s, 
and subsequently rebuilt 
after a fire in the 1880s, but 
there is still something 
heartening about standing 
on the balcony and looking 
over the gardens, as one 
does at Wagner’s own thea- 
tre in Bayreuth. 

Newly restored, the thea- 
tre is beautiful again, but its 
recent history has not been 
easy. At this point watchers 
of the Royal Opera saga in 
London may wed get a feel- 
ing of d&& oil Not only was 


the restoration in Riga 
dogged by political contro- 
versy but the period of clo- 
sure also saw the company 
reduced to a minimal pro- 
gramme which sapped 
morale, just as it has in Lon- 
don. By the time the theatre 
was ready for reopening five 
years later, the public had 
become disenchanted with 
the whole idea of giving a 
public subsidy to opera out 
of their taxes. 

“After the expense or the 
restoration the politicians 
just forgot that we would 
still need money for perfor- 
mances'*. recalls Andrejs 
Zagars, general manag er of 
the Latvian National Opera 


( Der fliegende 
Hollander* was 
the strongest 
overall, with the 
debut of an 
exciting young 
soprano, Mlada 
Hudoley, who 
stole the show as 
Senta 


(and restaurateur par excel- 
lence). But the arrival of his 
young management team 
has turned the company 
around in a surprisingly 
short time. 

Zagars has rebuilt the 
opera's image and raised 
attendance figures to 85 per 
cent, all on a grant of 
£750,000 a year, which sug- 
gests he must be an ace jug- 
gler as well As the govern- 
ment provides only 35 per 
cent of its income, the com- 
pany has quickly had to 
become adept at attracting 
western-style sponsorship 
from companies like Air Bal- 
tic. SAS, Coopers & Lybrand 
and Canon. 

And the style of its perfor- 
mances is changing at the 
same sort of pace. The Ger- 
man tour groups which 
packed the opening week of 
this first ever Riga Opera 
Festival will have seen pro- 
ductions not much different 
from those in the west 


There were five operas in 
the programme, ranging 
from an old-fashioned Dcr 
fliegende Hollander that 
worked well enough, via col- 
ourful stagings of Aida and 
Nabucco. to a more experi- 
mental A(crmz that kept the 
movement group an their 
toes for better or worse 
throughout the evening. 
Unfortunately, 1 was unable 
to see Dan Carlo, the compa- 
ny's newest production. 

Although it was the most 
conservative, the perfor- 
mance of Der Jliegende Hol- 
lander was the strongest 
overall, upholding Riga's 
Wagnerian tradition with 
honour. A major reason was 
the debut of Mlada Hudoley, 
an exciting young soprano, 
who stole the show as Senta; 
but tbe whole cast was 
sturdy, including Yevgeny 
Vasilevsky from the Vilnius 
State Opera as the Dutch- 
man, Brian Jauhiainen from 
the US as D aland and Olegs 
Orlovs (only recently' a cho- 
rus member) as a promising 
Erik. 

Each of the other casts fea- 
tured at least one singer of 
real strength: the high-oc- 
tane Radames of Warren 
Mok, formerly of the Deut- 
sche Oper, in Aida: tbe fear- 
some Abigaille of Irena Milk- 
evl&iute in Nabucco ; and in 
Handel’s Alcma the soprano 
Sonora Vaice, Latvia’s home- 
grown hope for the future, 
who brought star quality to 
the title role. 

Another sign of how the 
company is looking to the 
future was the appearance of 
a commendable period 
instrument orchestra under 
Andris Veismanis for the 
Handel. On the Verdi and 
Wagner evenings Gintaras 
RinkeviCius. the company’s 
musical director, guaranteed 
a somewhat heavy-handed 
sense of drama whenever he 
was in charge. The quality of 
the orchestra's strings 
should not come as a sur- 
prise in a country which has 
given us Gldon Kremer and 
Miscba Maisky among 
today’s international musi- 
cians. 

Next year's festival (June 
9-20 1999) is already well into 
the planning stage with tbe 
advance programme listing 
Salome. Eugene Onegin, Don 
Giovanni. Lucia di lammer- 
moor and Aida as the five 
operas. 


INTERNATIONAL 

Arts 

Guide 

AMSTERDAM 

EXHIBITION 
StedeHjk Museum 

Tel: 31-20-5732911 
wwwjstedelilk.nl 

Waves Breaking on the Shora.. Act 
Dekkara in His Time: works by the 
Dutch abstract artist displayed 
alongside works by contemporanes 
including Dibbets. Struyeken arid 
Andre; to Aug 23 

OPERA __ 

Netherlands Opera, net 
Muzfektheater 
Tel: 31-20-551 8911 
Siegfried: by Wegner. New 
production conducted by Hs-tmut 

Haenchen In a staging by Pierre 
Audi; Jun 25 _ 

BERLIN 

CONCERT 

Konzertheus 

Td: 49-30-203090 

Chafr end O roheeba erf 
Johanneskirche Schtecter^ec^ 

conducted by Stephan WriWfofricn 

In Haydn's -Die ScftOpW 1 

oratorio. Wrth soprano Usa Rave, 

tenor Jen Kobow and bass Jbrg 


Schneider; Jun 25 


OPERA 

Deutsche Oper 
Td: 49-30-34384-01 

• La Gfoconda: by PonchiellL 
Revival conducted by Marcello 
Vrotti In a staging by Filippo 
San just; Jun 24, 2 7 

• Manorc by Massenet New 
production conducted by JTR Kout 
in a staging by Cesare Ueve. WRh 
sets by Margherka Paffi and 
costumes by Luigi Perego; 

Jun 23,28 

• Wother: by Goethe. Concert 
performance conducted by Alain 
Gulngal; Jun 25 

bologna 

OPERA 

Teatro Cormmale 
ref- 39-51-529 9$9 
www-nettun&MtxJteatro^^ 

Don Giovanni: by Mozart New 
production conducted by Dantele 
Gatfl In a staging by Gianfranco de 
Boston with designs by Pasquale 
Gross!; Jun 23, 24, 26 

BRUSSELS 

OPERA 
La Monnaie 

Td: 32-2-229 1211 

• Don PesquaJK by Donizetti. 
New production conducted by 
Philippe Jordan h a staging by 
Franpols de Carpentries on the 

] nnatheater stage; Jun 23, 24, 28 

• The Turn of the Screw: by 
Britten. New production conducted 
by Antonto Pappano in a staging 
by Kokh Warner, with designs by 
gtephane Lazerkils. Cast includes 
Susan Chiicott and Anthony Ftolfe 


Johnson; Jun 23, 25, 26 

GLYNDEBOURNE 

OPERA 

Gtyndeboume Festival Opera 
ret 44-1273-815 000 
Cost Fan Tutta by Mozart New 
production by Graham Vick, 
conducted by Andrew Davis. Cast 
includes Alan Opie and Barbara 
Fritto/L With the London 
Philharmonic Orchestra; Jun 23, 26 

LEEDS 

CONCERT 
Grand Theatre 

Td: 44-113-222 6222 
Opera North: Of Thee I Sing, by 
George Gershwip. Concert 
performance, with Rebecca Caine 
and Kim Criswell; Jun 27 

OPERA 
Grand Theatre 

Tel: 44-113-222 6222 

• Opera North: Joan of Arc. by 
Verdi. New production by Philip 
Prowse, conducted by Richard 
Fames with a cast headed by 
Susannah Glanvflte and Arthur 
Davies; Jun 23 

• Opera North: Eugene Onegin, 
by Tchaikovsky. New production 
by DaJia Ibdhauptaite, conducted 
by Steven Sloane. The cast is led 
by Ah*yn MeUor and Peter 
SavWge; Jun 24 

LONDON 

CONCERTS 
Royal Festival HaU 
Tot 44-171-960 4242 
Phifrmrmonla Orchestra: conducted 
by Christian Thielemann in worts 


by Wagner and Beethoven. With 
mezzo soprano Arms Sofle von 
Otter; Jun 25 

Wig more Hail 
Tat 44-171-935 2141 

• Marts and Gyfrgy Kurtdg: piano 
recital given by the composer aid 
his wife, of pieces from Jatstok 
(Games) inspired by children’s 
play: Jun 23 

• Trio Jean Paul: recital by the 
piano trio of works by Beethoven, 
Rftim and Schumann: Jun 24 

OPERA 

English National Opera, London 
Coliseum 

Td: 44-171-632 8300 

• Carmen: David Rilch and John 
La Bouchard&re direct a revival of 
Jonathan Miner’s production, 
conducted by Noel Davies. The 
title role is sung by Sally Burgess; 
Jun 23,26 

• Doctor Ox’s Experiment world 
premiere of a new opera by Gavin 
Bryans, with a libretto by Blake 
Morrison, after Jules Verne. The 
production is directed by Atom 
Egoyan, with sets by Michael 
Levine and costumes by Sandy 
Powell, Cast Includes Bon&ventura 
Bottone; Jun 24 

MUNICH 

CONCERTS 

PhUharm on ie Gaafreig 

Td: 49-89-5481 81S1 

Evgeny Kbsin: recital by the pianist 

erf works by Beethoven, Brahms 

and Liszt: Jun 22 

NEW YORK 

EXHIBITION 


Guggenheim Museum 
Tet 1-212-423 3500 
www.guggeohdm.org 
Vflheim Hammenshoi (1864-1916): 
Danish Painter of So Etude and 
Light. Retrospective seal in 
Copenhagen and Paris last year, 
comprising 60 works by this 
relatively unknown contemporary of 
Munch. Includes portraits and 
landscapes as wall as interiors, 
many of which depict the rooms of 
the artist’s home; to Sep 7 

PARIS 

EXHIBITIONS 
Mus6e du Louvre 
Td: 33-1-4020 5151 
www.louvre.fr 

% Astronomy and Astrology In the 
Islamic World: display of 
instruments developed by Arab 
astronomers between the 8th and 
15th centuries, shown alongside a 
selection of everyday and reUgious 
objects decorated with astrological 
designs; to Sep 21 
• Bassano and His Sons: works 
by the Venetian painter Jacopo 
Bassano (1510-1582) and his sons. 
The display brings together works 
owned by the Louvre with loans 
from other museums; to Sep 21 

OPERA 

Opera National de Paris, Optra 
Bestflle 

Tet 33-1-4473 1300 
La Traviata: by Verdi Production 
directed by Jonathan MQIer and 
conducted by James Conlom Cast 
Includes Raman Vargas; Jun 22, 25 

ROME 

EXHIBITION 


Palazzo delle Esposizioni 
Tet 39-6-474 5903 
Lucio Fontana: retrospective of the 
Italian artist best known for the 
series of "Spatial Concepts' 
produced in the 1950s and 1960s; 
to Jun 22 

SAN FRANCISCO 

CONCERTS 
Davies Symphony Hall 

Tet 1-415-864 6000 

www^fsymphony.org 
San Francisco Symphony 
Orchestra: conducted by Michael 
Til son Thomas in Mahler's 

Symphony No. 8; Jun 24, 25, 27 
EXHIBITION 

San Francisco Museum of 
Modem Art 
www.sfmoma.org 
A. G. RizzoH: Architect of 
Magnificent Visions. Mere than 80 
Sawings by the draftsman who 
spent his evenings and weekends 
making plans for a perfect world. 
This is the first museum survey of 
these meticulous drawings, which 
were discovered after his death in 
1990; to Jun 23 

SEATTLE 

EXHIBITION 
Beattie Art Museum 
Thomas Moran (1837-1926): 
retrospective devoted to the 
American landscape painter, 
pnevtousfy seen In Washington and 
Tutda, and featuring 100 oMs and 
watercolours Including a selection 
of the famous Yellowstone 
pictures, painted on a survey 
expedition in 1671, which 
influenced Congress's decision to 


create their first National Park: to 
Aug 30 

TORONTO 

EXHIBITION 

Royal Ontario Museum 

Td: 1-416-586 8000 

A Grand Design: The Art of the 

Victoria and Albert Museum. North 

American tour of selected objects 

from the V&A's collection. Consists 

of 250 works of art ranging from 
Leonardo da Vinci's notebooks to 
shoes by Vivienne Westwood; to 
Sep 13 


TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

0&3(k Moneyline with Lou Dobbs 
13J30: Business Asia 
19.30: World Business Today 
22L00: World Business Today 
Update 

• Busfnesa/Market Reports: 
05:07; 06:07; 07:07; 0820; 0920; 
1020; 1120; 1132; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from UFFE as the 
London market opens. 
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PHILIP STEPHENS 


An expedient response 

The latest phase in Northern Ireland’s peace is built on 
the deliberate ambiguity of the Good Friday agreement 


Padraig Wilson styles 
himself the IRA's 

mmmaniiing officer in 

Belfast’s Maze prison. The 
military epithet is calculated 
to confer respectability. Most 
of ns prefer to recall that he 
Is a terrorist. Mr Wilson, 
caught not so long ago with 
Semtex explosive in his 
hands, speaks now of peace. 
He once preferred to murder 
and Tnaim the innocent- No 
matter. Politics demands 
that he soon be set free. 

Northern Ireland’s peace 
process has always been a 
painful compromise between 
morality and pragmatism. 
The secret contacts to secure 
a ceasefire, the bending of 
ministerial knees before 
convicted killers, the 
absurdly transparent 
pretence that Sinn Fein and 
the IRA are separate, the 
blind eye turned to 
punishment beatings: at 
every stage human decency 
has been compelled to bite 
its lip in the uncomfortable 
cause of realism. 

In one sense, the early 
release of convicted 
prisoners is merely another 
of these distasteful but 
necessary accommodations. 
Yet there is a qualitative 
leap. Turning loose 
unrepentant killers - 
loyalist as well as republican 
- takes us to the point at 
which emotion collides most 
excruciatingly with 
realpolitik- And it is more, 
than emotion. Civic society 
is built on the rule of law. 
Due judicial process is the 
guarantor of our freedoms. 
Expediency is a corrosive 
substitute. 

So we should not be 
surprised that the prisoners’ 
issue has proved powerful 
ammunition in the hands of 
those opposed to the Good 
Friday agreement Last 
month's referendum saw 
more than 70 per cent of 
Northern Ireland's people 
vote to replace violent 


sectarianism with 
power-sharing politics. But 
the majority among 
unionis ts was narrow. And 
for many of those whp 
backed the settlement, 
a yes vote was an act of 
faith. 

It was predictable too that 
many unionists would link 
prisoner releases with 
decommissioning of terrorist 
weapons. Letting out 
murderers is compromise 
enough. Surely the 
destruction of their arms’ 
dumps is a Tii nimmyi quid 
pro quo? 

David Trimble's Ulster 
Unionists tried during the 
settlement negotiations to 
make the former conditional 
on the latter. Sinn Fein/IRA 
and its loyalist counterparts 
were immovable in their 
opposition. The outcome 
was, as always in Northern 
Ireland, a form of words 
susceptible to different 
interpr e ta t ions. 

The 450 prisoners in the 
Maze (235 IRA 216 loyalist) 
are scheduled to be released 
by the summer of 2000. If all 
goes according to plan the 
prison, the most haunting 
symbol of a quarter of a 
century of violence, will 
then be bulldozed. The 
independent body which will 
oversee decommissioning is 
scheduled to complete Its 
work over the same period. 
Thus the processes are to 
operate in parallel, but the 
one is not explicitly 
conditional an the other. 

Some say Tony Blair went 
further during the 
referend um camp ai gn 
Seeking to win over 
waverera, the prime minis ter 
more than once alig hted on 
the role of decommissioning. 
A hand-written pledge gave 
assurance that the 
power-sharing executive set 
up after this week's elections 
to a new Belfast assembly 
would be open only to those 
who had given up violence 


"for good". But look 
carefully at Mr Blair’s words 
and there is nothing that 
disturbs the deliberate 
ambiguity in the Good 
Friday agreement 

Emptying the Maze is 
contingent on a commitment 
to exclusively democratic 
means from each of the 
paramilitary groups. The 
disposal of weapons is an 
Important element in 
demonstrating that 
Thus 

deco mmiss io ning will he 
"taken into account” - but 
that Is all - in the Hwflnf of 
prisoner releases. 

Such is the requisite 
sophistry around which this 
latest phase in Northern 
Ireland’s peace has been 
assembled. It has provided a 
cue for William Hague's 
Conservatives to break with 
the bipartisan consensus in 
British politics which has 
sustained the peace process 
for the past five years. Last 
week the opposition chose to 
vote a gains t the prisoner 

legislation. 

It would be nice to thirtir 
that it had acted from 
principle. Sadly the 
Conservatives, whose 
electoral plight is as bleak as 

any in living memory, have 
been driven into the arms of 
opportunism. There is a 
questionmark too over the 
authority of its leader. Mr 
Hague had previously 
worked closely with Mr Blair 
on Northern Ireland issues. 
He was uneasy about 
breaching the consensus. Mr 
Trimble, after all, finally 
acquiesced in the passage of 
the legislation. 

But Michael Howard, the 
shadow foreign secretary, 
and Andrew Mackay. the 
spokesman on Northern 
Ireland, saw easy points to 
be scored by the 
discom fi ting of Mr Blair. It 
seems Mr Hague felt unable 
to overrule than. 

And here we came to the 


essential point None of us 
nicAfi the doublespeak, the 
ambivalence and the clever 
drafting which have 
sustained the paramilitary 
ceasefires. Yet however 
unpalatable the prospect of 
releasing prisoners now 
Seems, making 
dec ommissioning « 
precondition would amount 
to a rejection of the Good 
Friday agreement It would 
say that keeping Mr Wilson 
and his murderous chums in 
jail is moreimportant than 
securing a political 
settlement. It would be to be 
pure at the price of peace. 

We cannot - as did Sinn 
Fein's Martin McGuinness 
yesterday - treat the 
weapons caches as an 
irrelevance. Even Mr Wilson 

has acknowledged from his 
cell that disposing of the 
Semtex has a part to play in 
the transition to politics. But 
to be mesmerised by die 
guns and explosives is to 

miyiririPT s timri thprr 
d gnlflninw 

The purpose of 
riPiy mTTiiftg i rming Uftg not in 
the physical destruction of 
weapons - they can always 
be replaced - but in what it 
us about thp intentions 
of those who possess them. 
The more uncertain one is 
about the motives of Sinn 
Fpin/IRA, the more 
important the weapons 
seem. And vice-versa. It Is a 
question of confidence. 

Let us suppose, just 
suppose, that 10 years hence 
not a single Armahte has 
been surrendered. But over 
the same thnespan the IRA 
hail kept both hands firmly 
an the ballot box. Would it 
really matter if the guns had 
been left to rot under some 
remote Irish bog instead of 
being destroyed before an 
independent commission? 

This is the question, I 
think, that Northern 
Ireland's unionists must *«k 
themselves when they vote 

in Thursday's election for 
the assembly. Many may be 
tempted to retreat into the 
sectarian shelter offered by 
Ian Paisley's Democratic 
Unionists. Mr Paisley and 
his allies want to wreck the 
assembly and the settlement 
it embodies. No matter. The 
return to war on the streets 
would banish the moral 
dilemmas of the peace 
process. How much easier it 
would be to deal with Mr 
WQsonifheagainhada 
bomb in his hand. 



LETTERS TO THE EDITOR 


Quality of Germany’s statistics 
unsurpassed among EU states 


From Ur Johann Hdhlen. 

Sir, In the article "Eco- 
nomic statistics' quality 
must Improve"' (June 15), 
WoKfeang Mflnchau reported 
Yves Franchet, director gen- 
eral of the Statistical Office 
of the European Communi- 
ties (Eurostat), as saying 
that statistics in Germany 
did not meet top standards 
and that the quality of the 
statistics produced by the 
Federal Statistical Office bail 
to be criticised. 

Yves Franchet was obvi- 
ously misunderstood 
because there is no doubt 
that- the national results cf 
German offwal statistics are 


among those ranking on top 
when compared with the 
quality of the data supplied 
by all other EU member 
states. Up-to-dateness, com- 
pleteness, and reliability of 
German statistics are unsur- 
passed and will stand any 
comparison. 

It will be possible soon to 
verify that feet by taking as 
an example the 50 key eco- 
nomic indicators, whose pro- 
vision to Eurostat for the. 
monetary policy of the Euro- 
pean Central Rank should be 
ftnimt* and as timely as pos- 
sible. 

With regard to the quality 
criteria of up-t o-datenesa . 


completeness, reliability, 
user-friendliness of data 
access. It will turn out that 
German statistics will rank 
in top positions only- We call 
upon Eurostat to make that 
EU-wlde qualitative compari- 
son and to report the out- 
come to the Financial Times. 

so that the misleading report 
of June 15 can be corrected. 

Johann Hahlen, 
president. 

Federal Statistical Office, 
Federal Republic of 
Germany, 

PO Box 5528, 

D-65045, Wiesbaden, 
Germany 


Severe provocation and inadequate policing 
behind World Cup football fan violence 


From Mr Simon Bentley. 

Sir, On my return to 
England, I was surprised to 
read your account cf events 
surrounding the En gland v 
Tunisia World Clip match in 
Marseilles last Monday 
(“Drunken fans run riot an 
beach", June 16). 

Your readers will have 
been left with the impres- 
sion that English fans went 
on an unprovoked bottle and 
stone throwing rampage, 
attacking Tunisian support- 
ers and destroying property 
in the face of a heavy police 
presence. 

I and many other col- 
leagues gwd friends fr nin tin* 
sports industry were there 
and the scenes we witnessed 
were quite different Youths, 
dressed in Tunisian football 
shirts, were throwing bot- 
tles, cans and rocks in our 
direction as we, and thou- 
sands of other peaceful fens, 
walked to the stadium. A 
young lady in our party was 
hit on the thigh by a missile 
and injured. There was little 
police presence evident en 
route to the ground, or at 
the ground itself. 

The signage at the ground 


was woefully Inadequate, 
with the result that ticket 
holders could not determine 
which entrance to use to get 
Into the ground. The scene 
was nnH there was 

considerable frustration as 
the minutes to kick-off 
ticked by and access to the 
ground could not be gained. 
After the game, I and my 
colleagues were saddened to 
see that every car with UK 
registration plates, along the 
route back to our coach, had 
its windscreen smashed. 
None of the Stench cars had 
been damaged. * 

I am not suggesting the 
violent behaviour of En glish 
fens should in any way be 
condoned. My Impression, 
however, was that they were 
subjected to severe provoca- 
tion that the measures 
that BhnnTri havp been taltWH 

to facilitate crowd control 
were not in place. 

1 saw many members of 
the UK football establish- 
ment in and around the 
ground before and after the 
match, including Graham 
Kelly and Gordon Banks, 
who witnessed the event as I 
did. 


I am disappointed that the 
TCn giifih press and po l iticia n s 
have jumped to the immedi- 
ate conclusion that it was 
the En glish fans who were 
solely to blame for the 
appalling events in Marseil- 
les. 

I believe there are a num- 
ber of issues for which the 
French authorities should be 
called to account: 

• Why was this game 
involving Tunisia held in 
Marseilles, which has a repu- 
tation for ethnic strife and 
has a large north African 
population? 

• Why was the police pres- 
ence at tha game so mini- 
mal? 

• Given the low allocation 
of tickets to the English 
Authorities, how did over 
30,000 English fans obtain 
tickets to the game and who 
has profited from the sale of 
tickets allocated locally? 

Simon Bentley, 
nhninimTi awd chief execu- 
tive. 

Blacks Leisure Group, 
Blacks House, 

105 Baker Street, 

London W1H IF A, UK 


Yen is even 
more at risk 

prom MrAfrKhan Stachu. 

Sir. The overwhelming 
near ' term success of the 
recent intervention ( US 
joins forces with Japan to 
put brakes on the yens 
decline’’, June IS) should not 
detract from these realities: 
the US has now placed a 
“foreign exchange" time 
limi t on the Japanese and 
the same time limit has 
always been short and unfor- 

gp ring. 

Furthermore, Ryutaro 
Hashimoto. Japan's prime 

minister, spoke of a three- 
year tiny frame in which he 

would implement these 
reforms. Most commentators 
believe he is unlikely to see 
the year out. Therefore. I 
would posit that the chances 
of the yen are now finely 
balanced and the risks of a 
melt-down much higher. 

Aly-Khan Satchu, 

31 Ross Court 
Putney Hill, 

London SW15 3NZ, UK 


Collaborative 

privatisation 

From Mr Pisit Ueaktam. 

Sir. I read your article. 
“Thais scale down airline 
sell-off" (June 10). on Thai 
Airlines with surprise. I did 
not give any Interview on 
Tuesday after the cabinet 
meeting to any of your col- 
leagues from the Financial 
Times. 

I would never give any 
indication that the Ministry 
of Finance has to control the 
process of privatisation. On 
the contrary. I always said 
that it has to be a collabora- 
tive approach. The Ministry 
of Finance is quite willing to 
support individual ministries 
to pursue the process. 

Pisit Leeahtam, 
deputy minister of finance. 
Ministry of Finance, 

Rama VI Road, 

Bangkok, Thailand 


Number One Southwark Bridge, London SE1 9HL 
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ECONOMICS NOTEBOOK WOLFGANG MUNCHAU 

Nobody in charge 

If it had been up to Europe to prop up the yen, it probably would not have done so 


M 


any people 
think the euro 
will soon rival 
the dollar as 
the world’s leading currency, 
but haw near is it to achiev- 
ing that status? Would last 
week’s currency interven- 
tion in support of the yen 
have happened if the euro 
had been the dominant cur- 
rency instead of the dollar? 

The answer is probably 
not, because no one in 
Europe would have been in 
charge. Such intervention 
could go well beyond the 
mandate of the European 
Central Bank to keep the 
euro stable. And, of coarse, 
the European Union runs on 
committee and consensus. In 
principle, finance ministers 
could have met in an oner 
gency session, but they 
would hardly have sprung 
the kind of decisive and sur- 
prising intervention spear- 
headed last week by Robert 
Rubin, US treasury secre- 
tary. That intervention came 
about after intensive discus- 
sions between the Treasury 
and White House. But the 
ECB win have no political 
counterpart 

This raises two questions: 
what are the constraints for 
t.Vip euro as a toatting inter- 
national currency? And are 
the ECB’s institutional 
arrangements equipped to 
deal with emergencies. 
Including financial crises? 

The euro is unlikely to be 
just another currency. 
Research increasingly sug- 
gests it could challenge the 
dollar, both as an Interna- 
tional reserve currency aid 
in international private 
transactions. 

As the economic and mon- 
etary union area expands in 
the next five to 10 years, the 
euro-zone could outgrow the 
US in terms of gross domes- 
tic product and share of 
world trade. The euro could 
conceivably displace the dol- 
lar as the world most impor- 
tant currency. 

What then? The sudden 
emergence of a new world 
currency would open up a 
policy vacuum. Monetary 
policy in Europe under the 
ECB will take place in isola- 
tion. Fiscal policy and bank- 
ing supervision remain 
national priorities. 
Exchange-rate policy and 
currency intervention will 
legally be a matter fin- EU 



Figure head: Robot Rirfta te ctoariy In charge In the US; but who rules h Europe? Montage: Jamte Han 


finance ministers, provided 
such Intervention does not 
impinge upon the ECB's con- 
stitutional goal of the preser- 
vation of price stability. 

It is not yet dear how the 
division of responsibilities 
between the ECB and 
finance ministers would 
work. Would it involve all 15 
finance ministers of the 
European Union? Or just 
three, representing the cur- 
rent, past and future holders 
of the EU presidency, which 
rotates every six months? 
Maybe the task would fell to 
Euro-X. Hip informal gather- 
ing of finance ministers of 
countries participating in 
the euro. Might it fell to the 
ECB itself? 

Whoever it is, there clearly 
Is a large number of possible 
candidates, and the probable 
upshot is that no one would 
be in charge, and no one 
would be accountable. 

For the ECB, the stability 
of the International financial 
system is no doubt impor- 
tant, but its primary goal 
win be domestic price stabil- 
ity. That means the ECB 
would be likely to' act rather 
as the Bundesbank did dur- 
ing currency crises. 

The Bundesbank was 
never enthusiastic about 
large-scale intervention in 
foreign exchange markets. It 
Initially opposed the cre- 
ation of the European 
exchange rate mechanism in 
the late 1970s. Otmar 
Emminger, a former Bundes- 
bank president, secured the 
right to refuse intervention 
if it jeopardised the goal of 
pries stability. The ECB does 


not even need to negotiate 
such a deal: the same princi- 
ple Is already contained in 
the Maastricht treaty. 

So it seems unlikely that 
the ECB can be relied upon 
to prop up the yen or the 
dollar. At least, it would not 
be able to if there were a 
risk of higher European 
inf l a tion - which there 
always is during periods of 
sustained intervention, 
winch pushes up the domes- 
tic money supply, threaten- 
ing to reignite inflation. 

On top of this comes the 
argument that currency 
market intervention does 
not address the underlying 
causes for misalignments - 
unless it is designed to coun- 
teract purely speculative 
money flows'. The Bundes- 
bank does not believe the 
Asian crisis was caused by 
events in the foreign 
exchange markets. Nor does 
it believe currency interven- 
tion can cure the problem. 

How would the ECB 
respond if such an Asian- 
s tyle financ ial crisis were to 
occur inside Europe? Again, 
it could do little. The 1997 
annual report of the Euro- 
pean Monetary Institute, the 
ECB’s precursor, stated: “At 
this stage it is felt that it 
would be premature to envis- 
age any transfer of supervi- 
sory powers from national 
authorities to the ECB.” 

The ECB itself win have 
little more than a consulting 
rede when it comes to new 
legislation about banking 
supervision. Furthermore, H 
will have no mandate to bail 
out banks in trouble. It win 


not act as a lender of las 
resort, unlike some nations 
central banks. 

Likewise, there will be m 
bail-out for defaulting imnicc 
except if the default hai 
obvious implications fra thi 
entire financial system. 

And as if that were no 
reason enough for thtnirmf 
the ECB will want to escitev 
currency interventions 
there remains the innati 
conservatism of Europe &i 
central bankers, who dislike 
arrangements that are opei 
to moral hazard. 

Edgar Melster, a bo arc 
memb er of the Bundesbank’s 
directorate in charge ol 
ba nking supervision, Iasi 
week highlighted such prob 
lems in a speech in Frank 
furt*. He was critical ol 
investors in Asia who acted 
“in the expectation that thf 
International Monetary 
Fond would come to the res 
cue in the event of suddec 
crisis situations". 

All this suggests Europe 
will be reluctant to inter- 
vene in international mar- 
kets. first because it would 
be too difficult to orchestrate 
and second because central 
bankers do not believe in tt. 

If the euro were to dis- 
place the dollar as the 
world's leading currency, 
Emu could turn out to be a 
culture shock not only for 
Europe, but the interna- 
tional financial system. 

'“Bankeruntfsicht und Wett- 
oeuterb* lecture at the Centre 
if? Financial Studies, Frank- 
fart, June 17. 
1 ^3ana.munchau@fLoom 
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Bill Clinton's visit to China this 
week is, in some ways, as richly 
symbolic as the journey to Bei- 
jing a quarter century ago by 
Richard Nixon, his Republican 
'wypredecessor. Whatever its con- 
?• ^crete results, the Sino-US summit 
draws a line under the deteriora- 
tion in relations since the Tian- 
anmen Square massacre, and 
underscores both sides’ commit- 
ment to strengthening mutual' 
confidence and co-operation. 

Furthering that process is 
important for its own sake. But 
recent events have invested Mr 
Clinton’s visit with significance 
beyond its implications for bilat- 
eral ties. Its agenda must now 
inevitably reflect the even larger 
task of redefining China’s place 
in the global community. 

The reason is China’s emer- 
gence as an increasingly' influen- 
tial - and responsible - player on 
the international stage. One 
example is its readiness to work 
with the US to formulate a 
response to the nuclear tests by 
India and Pakistan. At least as 
} '.Istrildng is China's willingness to 
play a pivotal role in stabilising 
east Asia’s economic crisis. In so 
doing, it has not only shown 
regional responsibility, but tasted 
global power. That was apparent 
from last week’s US support for 
the yen, after Beijing warned 
that the Japanese currency’s 
w eakness could sap its resolve 
not to devalue the renminbi. 

Mr Clinton has good reason to 
applaud China’s mare construc- 
tive and outgoing stance, not 
least because it rebuts criticisms 
at home that bis ‘’construct i ve 
engagement” policy towards Bei- 
jing has been ineffectual. The 
two sides should seize the oppor- 
tunity this week to underpin 
their evolving relationship by 
seeking ways to anchor China's 
' * 
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policies more firmly in an inter- 
national institutional framew or k. 

Speeding China’s entry into the 
World Trade Organisation 
remains a top priority. WTO 
membership is a prera piicttp for 
frill integration with the global 
economy, and a. powerful adjunct 
to domestic reform. Beijing 
should also be encouraged to co- 
ordinate its macroecono mic poli- 
cies internationally, possibly by 
involving it in the G7. 

However, progress towards 
these objectives must not involve 
compromises on important prin- 
ciple. China should not expect Mr 
Clinton to reward its more co-op- 
erative attitude by soft-pedaling 
controversial issues, such as its 
human rights record and attitude 
towards Taiwan. In a mature 
relationship, differences should 
be aired openly, not burled. 

Nor should China suppose that 
buttering up Mr Cttaton will get 
him to admit it to the WTO on 
easy terms as some in Beijing 
appear to believe. Any such move 
would by strongly opposed by 
Congress and other WTO mem- 
bers. It would also weakm the 
contractual commitment to liber- 
alise trade and accept legal disci- 
plines which membership entails. 

nhtna is still far from facing up 
to those obligations. It needs to 
recognise much more clearly that 
sweeping external liberalisation 
is an essential complement to its 
domestic reforms. The US and 
other countries, meanwhile, need 
to show flexibility in cases where 
China faces genuine obstacles to 
implementing commitments 
demanded by the WTO. Mr Clin- 
ton’s ability to deliver that mes- 
sage to his hosts in Beijing tins 
week and persuade them to act 
on it - will be a test both of their 
relationship, and of China’s new 
openness to the world. 


US and 1 Iran 


President Bill Clinton’s call last 
week for a “genuine reconcilia- 
tion" between the US and Iran 
holds out the first real prospect 
of a rapprochement since the 
1979 Islamist revolution and the 
subsequent taking as hostages of 
US diplomats in Tehran. 

In Washington it is suggested 
Mr Clinton wants “to make Iran 
his China”, .emulating Presid ent 
Nixon's historic detente with Bei- 
jing. As . Iranian, and American 
StotbaHers fined up against each 
Qrther in the World Cup last 
night; Irresistible parallels were 
being drawn with the “ping-pong 
diplomacy” preceding the China 
breakthrough- - 

Washington ■ has slowly 
changed tone after last year’s 
landslide election win by Moham- 
mad the reformist pres- 

ident under whom Iran has 
started a vigorous public .debate 
about It8 r -future, and begun, 
rebttfldtog diplomatic ties. : 

Last month, the US bowed to 
European Union pressure mid 
waived Congress-mandated sanc- 
tions against -European compa- 
nies investing in Iranian oil and 
gas. It may now in part be 
responding to American oil com- 
f't'tanies which fear bong left out 
of the foreseeable scramble for 
Iran's hydrocarbons resources; 
they want engagement with. 


rather than sanctions against, 
Tehran. * • 

Such engagement is the best 
means to deal with Iran. But that 
will only come if Washington 
sees that bran has a stake in the 
stability of its region and sees the 
potential for Mr Khatami to 
became a'pivotal figure, trying to 
reconcile Islam and modernity 
under the rule of law. 

• • Washington says it wants Iran 
to stop s u pport in g terrorism, but 
the real . problem . is Iranian 
-attempts to acquire ballistic mis- 
sile technology and, the. US and 
Israel fears, nuclear weapons. 
Here, the US must acknowledge 
the legitimate right of Iran to 
'defend ftseK. \ ‘ 

.But to -proven* Tehran from 
joining the regional arms race, it 
has to . draw, it into' the battle 
- against nuclear protiEeration. To 
do this, Washington should start 
considering Iran as part of 
regional security arrangements. 
* That means recognising Iran's 
fears about Israel’s unacknow- 
ledged nuclear arsenal to Its west 
and India and Pakistan's new 
nuclear capability to its east, 
mast usefully through a new OS- 
led initiative in not only regional 
but global disarmament Assum- 
ing Tehran co-operates, of coarse 
the tattered remnants erf US sanc- 
tions on Iran must be lifted. 


Czech elections 


Czech voters have in tills 
weekend's general election given 
♦hair politicians a- difficult band 
to play. But the country’s lead- 
ers, beaded by Vaclav Havel, the 
phfltsopher^jiresident must rise 
to the challenge, if the Czech 
Republic is to get the good gov- 
ernment it needs to complete the 
transition from communism and 
prepare for EU entry. 

\ The Social Democrats, led by 
'Milos Ze man . have emerged as 
the largest party and won a 
pjhanfw to fQTDl the fiTSt left-<rf- 
centre government since If®9. 
But their victory margin is so 
small that they need deals with 
parties of the centre and centre- 
right to farm a coalition. Failure 
could pave the way for a possible 
comeback for Vactav Klaus, the 
domineering leader of the right- 
wing ODS who has ruled for five 
of the last eight years. The cen- 
trist minority parties should do 
their utmost to keep out Mr 
Klaus. While he did well in his 
early years to liberalise the econ- 
omy, he failed to enact regda- 
tions necessary to make markets 
work fairly and efficiently. The 
result was rampant corruption, 
.which undermined the economy 
■Jtod tarnished the country's inter- 
national reputation. _ 

If talks collapse between tne 
Mro and the left, the centre 


should only' negotiate . with the 
right if Mr Klaus’s personal 
.power is severely . Basiled- Never- 
theless, ’ .non-ODS politicians 
ignore .at their peril the scale of 
Mir Klaus’s recovery in the six 
; mouths since he was replaced by 
a caretaker government . 

fbprTm are sick of corruption, 
but, only nine years after tile Vel- 
vet Revolution, many remain 
convinced Hat a vote for the left 
is a vote tor communism, despite 
Mr Zeman’s - protestations. He 
will do well to align his party as 
dose to the centre as possible. 
Czechs will be very disDlusianed 
if they don’t get a stable reform- 
jzunded government. The care- 
taker administration made a 
good start in impl em enti n g regu- 
latory reforms, notably in promo- 
ting financial transparency. But , 
whoever forms the next govern- 
ment, it will take time to create a 
anpwwftiL modem well-regulated 

economy. , 

More than economics is at 
stake. As Mr Havel said in a 
recent speech, corruption has 
undermined public faith in ffi® 
rule of law. Without such farth 
people have no chance of tone- 
fasting peace and prosperity, he 
Whoever leads the next gov- 
ernment - be it Mr Zeman or 
someone else- should make hon- 
est v a priority. 


COMMENT & ANALYSIS 


Change without a U-turn 

Gillian Tett looks at the pressures building for real reform 
in the Japanese banking system 


Hashimoto's headache worsens 
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J span is on the verge <rf rad- 
ical banking reform. Or at 
least, it is if yon believe the 
irrepressibly npbeai Esnke 
Sakakibara, vice finance minis- 
ter. 

Far as western and Asian dep- 
uty finance ministers met in 
Tokyo on Saturday in the after- 
math of the US intervention to 
.support the yen, Japan produced 
yet another set of policy pledges. 
“We are serious about struc tur al 
reform, particularly financial 
reform,” Mr Sakakibara declared 
cheerfully. “Our statements show 
this.” 

The problem is that the world 
may simply not believe Mm. 
After ah, toe Japanese govern- 
ment has repeatedly promised to 
solve its' financial problems. But 
seven long years since the col- 
> lapse of toe 1980s bubble, its 
financial sector is shti weighed 
i down with Y77.000bo ($560bn) of 
problem loans and a mass of loss- 
making ho-nlrq 

The steps taken towards 
I reform over toe last year have 
been disappointing. Last Novem- 
ber. for example, there was one 
twit of change: the government 
finally let three large financial 
institutions faiL This appeared at 
toe time to be a reversal of the 
“convoy* system, in which the 
strong banks have traditionally 
protected toe weak ones, under- 
mining real 

But since then the government 
has pumped public funds into 
both weak and strong hanks. 
“Japan was very close to doing 
the right thing in November," 
says Takatoshi I to, professor of 
economics at Hitotsubashi Uni- 
versity. “But then it got cold feet 
and decided enough 1 was 
enough." 

Even this weekend’s meeting 
has not produced what many 
western investors and diplomats 
were demanding - concrete indica- 
tions or how and when Japan wifi 
now sort out the banking mess. 

Instead^ toe gather ed diplomats 

simply beard vague - and time- 
less - promises. Even the US did 
not appear to have won firm 
guarantees of detailed financial 
reforms in exchange far its sur- 
prise intervention to support the 
yen. “There is no secret deal," 
insisted Mr Sakakibara. Law- 
rence Summers, US deputy trea- 
sury secretary, simply character- 
ised the meeting as a “window of 
opportunity" far reform. 

So is toe Japanese government 
prevaricating yet again? Perhaps 
not entirely. For Japan is a coun- 
try where policy shifts rarely 
take the farm of dramatic U-turn s 
that can be easily recognised by 
western investors. Instead, 


trattagly opaque and disparate 
steps. And asidefrom Saturdays 
bland statements, there are signs 
that pressure is building for 
change. 

One is that, even before this 
weekend, toe Japanese govern- 


would continue lending to 
healthy borrowers even when 
institutions faflpd. Another pro- 
posal now being discussed is that 
Japan should adopt a scheme 
similar to the one used by the US 


to clean up its savings and loans 
crisis in which a public body pur- 
chased banks' bad loans. Such a 
scheme, it is argued, could pave 
the way for mergers or closures 
without triggering market tur- 
moil 


nes e-style consensus- building. 
The western appeals for rapid 
action, for example, were widely 
reported by the Japanese media - 
which then echoed these 
demands far reform. Ifris in turn 
means Mr Hasbfmoto could now 


craflc Party is expected to issue 
mure reform ideas. This is likely 
to r ei ter a te pledges to produce 
badly-needed revisions to the 
property and tax code to make it 
easier far banks to dispose of bad 


loans. It may also call for public 
funds to be given to banks as an 
encouragement if they dispose of 
more bad loans. 

Then on July 12 Japan will 
hold parliamentary elections for 
the Upper House In which the 
LDP is expected to win more 
seats. Once these are out of the 
way, the government may be 
more willing to toleratepoliti- 
caily unpopular bankruptcies 
that could occ ur among banks’ 


'Japan was very 
close to doing the 
right thing in 
November, butthen 
it got cold feet* 

corporate clients if there is a 
mass disposal of bad loans. There 
is also likely to be more readi- 
ness to embrace the fail- 

ures or mergers required to 
remove the excess capacity from 
Japan's banking sector. 

In late July Mr Hashimoto is 
due to visit the US. which wOI 
fuel pressure for reform. Early 
August is also holiday in Japan, 
and thus could produce a market 
lull in which to close or merge 
banks. (The closures of Yamaichi 
Securities and Sanyo Securities 


last November, for example, 
occurred on holidays.) An emer- 
gency session of parliament is 
also planned later this summer 
which could create the legal 
infrastructure for a “bridge 
bank” And by the autumn, the 
Y16,700bn stimulus package may 
be finally feeding through to toe 
economy. This in turn might 
finally provide some positive eco- 
nomic data to reassure the mar- 
kets - and give the government 
courage far more painful reform. 

These factors combined mean 
it is just possible that the reform 
that western officials demanded 
this weekend could be delivered 
this summer. Indeed, if the sce- 
nario unfolds as described above, 
Japan could even i mpleme nt 
restructuring without triggering 
the type of market panic that 
erupted last November. 

But this remains a highly opti- 
mistic hope. For the timetable 
looming now also carries one fun- 
damental flaw - a dangerous gap 
between now and the elections 
on July 12. 

Thls gap has emerged because 
Mr Hashimoto appears to believe 
he cannot risk announcing any 
serious banking reforms before 
the election. Nor can toe govern- 
ment put in place the legislation 
needed to establish institutions 
such as the “bridge” bank since 
parliament is in recess. 

But the markets are unwilling 
to wait until July 12 to see firm 


action. Indeed, Saturday’s bland 
statements have already left 
some observes braced for more 
market turmoil this week. As 
James Fiorillo, banking analyst 
at ING Barings, said yesterday: 
“Investors are demanding action 
and this weekend will be seen as 
just another missed opportunity. 
I think general disappointment 
will be registered in the share 
price movements on Monday." 

In addition to this, there is 
another immediate danger, a cri- 
sis could emerge at Long Term 
Credit Bank, one of the large Jap- 
anese banks. Last week, for 
example, its share price tempo- 
rarily dipped below the psycho- 
logically critical YlOO level, after 
Its subordinated debt rating was 
downgraded by Moody’s, the US 
credit rating agency. 

The bank vehemently denies 
that it faces any liquidity 
squeeze. But Swiss Bank Corpo- 
ration, with whom H has three 
joint ventures and a 1 per cent 
cross shareholding, has little 
desire to rescue toe core of the 
bank. Consequently. LTCB’s 
management is now considering 
a radical restructuring plan or a 
merger with another Japanese 
bank. The government is also 
considering the possibility of 
turning LTCB's operations Into 
the “bridge bank". 

However, the Ministry of 
Finance, which normally might 
be expected to co-ordinate such 
plans, has been pushed into more 
disarray by toe annual personnel 
reshuffle. Consequently, an 
immediate decision on LTCB's 
future may be difficult. In the 
meantime LTCB's problems 
could prompt investors to sell 
shares in other weak banks. As 
one western banker says: “If the 
government does not take action, 
you could face a systemic prob- 
lem here, before there is banking 
reform." 

Can such a crisis be averted? 
Perhaps. There is no proof that 
LTCB’s problems are as bad as 
its recent share price fall would 
imply. And the experience of last 
November’s turmoil has left the 
Bank of Japan skilled in provid- 
ing any liquidity if LTCB ever 
needed it 

Furthermore, if a credible plan 
does emerge for LTCB's future, 
this could reassure toe markets. 
Indeed, a well-organised solution 
might - perversely - turn out to 
be the convincing proof of genu- 
ine reform that the markets are 
now demanding. 

There is even a chance the gov- 
ernment might produce a more 
concrete timetable for future 
reform in toe coining days. Euro- 
pean financial officials, far exam- 
ple, spent Saturday morning 
pleading with Japanese: officials 
to promise some -practical steps, 
such as the introduction of con- 
solidated accounting next year. 
As Sir Nigel Wicks, permanent 
secretary at the UK treasury 
says: “From the UK paint of view 
fehat we need is a time frame to 
show .how they will complete the 
resolution of the bad loan prob- 
lem. That is what will restore 
credibility and confidence in the 
markets.” 

If such steps did emerge, in 
other words, this might calm the 
markets until the election. And if 
this three-week hurdle can be 
passed, genuine banking sector 
reform may yet begin. Mr Sakaki- 
bara’s pledges of banking reform, 
in other words, might turn into 
reality this s ummer . 

But there are a lot of “ifS". The 
Japanese government has repeat- 
edly bungled reform over the last 
year. It must now display an 
unusual degree of political acu- 
men. Without this, the risk 
remains that investors will soon 
face another rough ride on the 
markets. 


A second reason for optimism 
is that the weekend meeting has 
change often comes through fins- reinforced this process of Japa- 


ment has been preparing public potentially utilise another Japa- 
opinion for banking sector nese tradition: presenting poten- 
refarm. Masaru Hayami, deputy daily painful reform as some- 
governor of toe Bank of Japan, thing forced on Japan -by 
far examp le, declared last week - “outsiders". He may even depict 
that the bad loans were a - it as a facesaving stop to help 
national “ gmlBnryfsm^it” - and Aria, ra ther than simply rescuing 
demanded more, honest disclo- Japan from its own self-inflicted 
sure from the hanks. . problems. As one western diplo- 

Ryutaro Hashimoto, prime mat says: “This type of meeting 
minister, has also recently is very useful for Mr Hashimoto 
suggested that weak hanks in terms of domestic politics.” 
shquld be allowed to faff. Mean- - The third reason why a little 
while, senior members of toe ml- optimism might - possibly - be 
tag Liberal Democratic Party appropriate is that some signs of 
such as Taka Yamasaki have a potential reform timetable now 
floated toe concept of creating a exist Tomorrow, for example, a 
so-called “bridge bank” which _ panel of the ruling Liberal Demo- 
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days some ministers might be 


New suits 
at Ionian 

tarte Stamatopoulos, the 
long-suffering governor of Greece’s 
Ionian Bank, will today submit a. 
ciahn fora new siit The smart 
navy-blue outfit he wore to the 
bank’s annual roeetmg, due to 
approve a plan to privatise the 
business*, was tom to shreds. 

Proceedings began with angry 
trade union leaders hurfing 
themselves at unsuspecting board 
members. Stamatopouk* managed 
to escape, pulling up his trousers 
as he w««. but documents and 
water Jugs flew would the 
corference hall at the Divert 
Caravel hotel; guests tooted on in 
astonishment as protestors 
stampeded through the lobby. 

. Thankfully, order eventually 
pruvafed. The shareholders 
re-convened later on Friday night 
at the headquarters of Commercial 
Bank - Ionian's parent - which 
was ringed by riot pofice. A handfii 
of union representatives amended, 
sworn to best behaviour. 

At (east Stamatopoulos, a former 
investment banker cafied to to 
dean up Ionian’s balance sheet, 
shouldn’t have any trouble holding 
on to his new suit The union threw 

to the towel yesterday end derided 

to caE off the strika 

Euro file 

Forget the miBennhjm bug. Time to 
start worrying about the fact the 
stogie European currency is on Its 


way - end there’s not a PC 
keyboard to be found that yet 
bears the dashing fittfe euro 
symbol. Rupert Brown, director of 
The Business Association in 
London, formed to help executives 
make friends with the internet, says 
the IT companies who are 
supposed to take care of such 
things are tod busy concentrating 
on bits and bytes to worry about 

the problem. The upshot is that 
those businesses which want to 
get off to a flying start in Internet 
commerce will have to spend big 
bucks creating keyboard short-cuts 
- or wait a brt longer until the next 
generation of operating software 
comes on Une. Could be something 
to do with the fact the US, where 
such things are mads, is only Just 
waking up to euro itself. 

Out to grass 

European Union agriculture 
ministers seem to love tanked sets 
of negotiations and today they get 
their wish. Discussions begin this 
afternoon on the biggest package 
of measures put in front of foam 
for several years; issues to be 
resolved include reform of EU 
banana, hemp and ofive oil 
regimes and agreement on the 
amount of land to be set aside 
next year to limit grain mountains. 

Ministers claim they’re 
particularly anxious to ensure the 
EU isn’t subsidising the planting of 
hemp - a member of the carmabb 
family - to “recreational 
purposes”, though by the end of 
deliberations which could last for 


more amenable to the idea. British 
diplomats involved have already 
dubbed the event a 
’four^dean-ehfft-oouncfr. signifying 
their belief it will last until 
Thursday. However, no one is 
expecting non-stop ne g otiat i ons 
and the British delegation caries 
an annexe ctetaffing World Cup 
fixtures. For a while at least, 
negotiators win be able to swap 
one sort of pitch for mother. 

Hungary for art 

Hungary's outgoing finance 
minister, Peter Medgyessy. is a 
man who learns from experience. 
Taking up the purse strings again 
in 1995, the first thing he noticed 
was foe paintings - or lade of 
them. Not only had commwlsm 
disappeared since his Aral stint as - 
finance minister to 1987-89, but 
the office walls were deddedfy 
bare and devoid of his favourite 
canvases. 

Medgyessy, however, likes a 
good art display to entertain the 
Theo Waigete erf this world before 
getting down to tough talking. So 
between battling with inflation, the 
budget deficit and the many 
demands on him for more money, 
he found time to go off to the 
Budapest museum of fine arts and 
borrow some Magyar masters from 
the vaults. 

WKh the change of government, 
however, Medgyessy is off far a 
slightly quieter fife to muse on 
strategy at private bank 
Inter-Europa. But he’s warned staff 


the paintings had better stay where 
they are - in case he’s back again. 

Party poo per 

Thaksin Shinawatra, the Thai 
baBonaire telecommunications 
tycoon-toned-polttkaar, has a flair 
for public relations. He's starting a 
new political party from scratch - 
though bags of cash should mate' 
the challenge a bit easier: one Httie 
problem, however, is what to call 
his new baby. Hence, the fun-page 
newspaper advertisements asking 
people to choose a name. 

He says that the party's polities 
are also to be devised to direct 
response to the people's 
suggestions. But whatever political 
skins the man has, timing doesn’t 
appear to be one of them. It seems 
Thai people are currently more 
consumed in the politics of sport ' 
so most of the names and policies 
put forward have revolved around 
football and betting. Now, the full 
launch of his pet project is on hold 
until after the World Cup. 

Russian roulette 

A deeply worrying thought Is doing 
tire rounds of the Russian political 
classes concerning t free past and 
present prime ministers. What 
happens when you combine the 
polities of Chemo-myrdtn with 
those of Kiri-yenko? You end up 
with those of Chemyanko, the 
agoing Soviet leader who’s best 
remembered for presiding over the 
economic stagnation of the aariy 
1380s. 


50 years ago 

Stump in Brazilians 
London, June 22. Suggestions 
that delays of several years 
might arise to repatriating 
Brazilian utilities started a slump 
in prices yesterday. The market 
was already very sensitive, 
owing to the absence of specific 
reference to Brazil's Intentions in 
the trade and financial 

agreement published on 
Saturday. The Impression is still 
criirent that some kind of 
separate documents exist, 
which refer to those 
British-owned utilities which 
Brazil may wish to acquire, 
presumably by direct negotiation 
with the companies concerned. 

H Indeed these documents do 
exist, it Is high time the Foreign 
Office disclosed them, or the 
relevant portions. It is the duty 
of the Foreign Office not only to 
protect the Interests of U.K. 
investors overseas but to let It 
be known it is protecting them. 

Eire Tsflcs Going Welt 
London, June 22. The 
Anglo-Irish trade talks were 
continued yesterday. A 
spokesman of the Eire 
delegation said: "The heads of 
agreement win be initial) ed in the 
next 48 hours. It will take longer 
to complete the sign tog of the 
agreement" The agreement is 
expected to provide, among 
other thtogs, for an Increase 
from 50,000 to . 100, 000 a year to 
British imparts of Irish fat cattle. 
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Firework failure 


Now that the weekend visitors have come 
and gone, is Japan any closer to solving 
its problems? Those hoping for fireworks 
win he severely disappointed. No new pol- 
icy measures were announced. Traders, 
though, would be maWtig & hig if 

they saw this as an open invitation to 
renew their assault on the yen. 

Expectations of some weekend quick-fix 
for problems a decade in the making were 
always wide of the mar k Crucially, is 
the view held by US treasury secretary 
Robert Rubin. It is a fair bet, therefore, 
that the US Is not about to abandon the 
yen in a fit of pique. It would be eccentric 
in the extreme to intervene in its support 
one week and then to abandon it a week 
later. Such behaviour is not part of the 
Rubin tenure at the US treasury. 

This does not, of course, provide Japan 
with b licence to sit on is hands. Indeed, if 
the weekend meeting served no other pur- 
pose, it win have driven home to Japan 
that it Is not only the US that is pressing 
for action, but all its Asian neighbours 
too. 

That should stiffen the spine of the poli- 
ticians. With the Yl6,000bn ($U7tm) fiscal 
stimulus package now passed into law, 
the spotlight falls clearly on the banking 
sector. 

It is unlikely the g ov ernment will show 
its hand before the upper house elections 
on July 12, although the increasingly par- 
lous state of the Long Term Credit Bank 
may require an earlier remedy. 

Any banking rescue plan will have to 
observe a few basic principles: It must 
provide a means of removing bad debts 
from banks’ balance, sheets, it must pro- 
tect good loans within bad banks, and it 
must involve a reduction cf capacity. 

Crucially, tt must allow failure. This is 
not easy. for politicians to accept As the 
failure oCfopMgddo Takushnke Bank has. 
shown, ttuBL^employment and economic 
ramifications are severe. However, with- 
out failure, there will be no success, and 
Japan needs success stories that bring 
investors back to the market 


Lehman Brothers 
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Wafer companies 


Lehman Brothers 


Lehman Brothers, the US investment 
bank, has pulled off a coop. When the 
firm went public in 1994, escaping the 
shackles cf parent American Express, it 
was widely viewed as the industry's no- 


hoper. Four years later, its profitability - 
and its share price - have bounced back. 
Its return on equity, a meagre 2£ per cent 
in the second quarto: of 1994, has jumped 
to nearly 30 per emit in the latest quarter, 
as good or better than its peers’. 

Having traded at a humiliating 40 per 
cent discount to book value, the Ann is 
now valued at a respectable two times 
book. Always a force in fixed income, Leh- 
man Nas managed to rebuild its equities 
franchise and revitalise its m ergers 
acquisitions operation. 

How did iibrnan pull it off? Lehman 
bosses have run a tight finanriai chip in 
the job-hopping securities industry, hold- 
ing on to staff is tough at the best of 

ffrawc 

Lehman had to pay above average rates, 
but has managed to keep its expenses at a 
steady 50.7 per cent - pretty good for its 
industry - for the past three years. And 
the strategy at appointing people to run 
weaker .areas, such as equities, tax the 
basis of management skill and track 
record rather than product expertise, has 
paid of f ■ 

But Lehman’s rebound has tracked a 
roaring bull market. In tougher times, the 
firm’s weaker brand and less loyal client 
base are likely to take their tdB, making it 
harder to win business from a well- 
positioned bulge bracket 

Ironically, given the firm’s stated desire 
far continued independence; It now looks 
like an attractive acquisition target But 
even if the firm Is eventually bought out, 
as has frequently been rumoured, the last 
few years’ work will have paid off hand- 
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Europe today 

Denmark and south-west Norway 
wffi become lira as showers dear. 
Eastern Norway, southern Sweden 
and southern Finland win have 
showers, but northern S ca ndinavia 
vriH be fine. The Low Countries, 
western Germany end oantral and 
nonhem France wPI be cooler than 
recently, but there win be sunny 
spells. Southern and eastern 
France, die Alps and eastern 
Germany may have heavy showers 
and local tfumdaratorm* but Rwfll 
turn fresher as the thundery 
showera pass. The Mediterran ean 
win be hot and sunny. 

Five-day forecast 
A ridge of Mgh pressure wfl bring 
a good deal of sunshine to central 
and north-west Europe, but the 
British isles wm be unsettled. 
S cand i na via wW start changeable 
but turn sunny from the north. The 
MecfiTorraneen wffl remain mafrity 
hot and sunny. 
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Iran president defies MPs 
after reformer is voted out 
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somely far Lehman’a shareholders - and 
for its staff who now own 2S per coot of 
the company. 


By Roms ABen and Reuters fc> Tehran 


The price review for the water compa- 
nies in the UK may still be 19 months 
away, but not the first skirmishes over 
the cost of capital. The argument is 
important because the UK regulator’s 
a s s um p ti on on cost of capital determines 
the return the water companies are 
allowed to make on their regulated assets. 

This time round, the traditional set-to 
has acquired an extra shrillness. The 
water companies are facing their toughest 
review, with significant price cuts expec- 
ted in 2000. 

The regulator's last assumption far real 
post-tax cost of capital was between 5 and 
6 per cent It looks unlikely that he will 
shift much from that view. But the com- 
panies claim the riskiness of their busi- 
ness has increased, pushing up their cost 
of equity. 

Furthermore, they believe it Is impru- 
dent for thg regulator to assume a low 
equity risk premium in raiimia ttng a cost 
of capital that they have to live with for 
five years. The regulator should ignore 
their pleas. 

It is probably true that water companies 
face some increased uncertainty. Govern- 
ment proposals such as the ban an discon- 
necting customers or a me chanism to 
redirect “windfall" profits to customers, 
are some examples. 

Nonetheless, the regulatory system is 
getting more, not less, predictable. And 
the water companies are monopolies, 
enjoying Inflation-proof revenues. If any- 
thing, they are less risky and volatile 
than the market. 

Take the second point The 5 to 6 per 
cent cost of capital probably assumes an 
equity risk premium of between 3.5 and 
4 Jb per cent This concurs with market 
strategists at the low end, and certainly 
allows for head-room at the higher and. 

If the companies claim their cost of cap- 
ital is closer to 7 per cent. It has mare to 
do with their inefficient capital struc- 
tures. A number of thppi have net debt/ 
enterprise value of under 35 per cent and 
interest cover of five or above. Gearing up 
should bring their costs of capital down to 
the regulator's assum p ti on. 


Iran’s internal power struggle 
intensified yesterday when the con- 
servative-dominated parliament 
forced the resignation of Abdollah 
Noun, a leading member of Presi- 
dent Mohammad Khatami’s reform- 
ist government 

Within two horns of the parlia- 
ment's vote, Mr Khatami appointed 
as interior wriwigtor another 

moderate, Saeed Mostafe Tajzadeh, 
who had already been singled out for 

conservative criticism. 

In a further show at defiance Mr 
Khatami appointed Mr Nouri as 
vice-president in charge of develop- 
ment and social affairs, a more 
senior position than that of interior 
minister. 

Mr Nouri was forced to resign 
after parliament voted by 137 to 117 
to censure hivn Bandog his reforms 
for what it called an unacceptable 
rise in social and political tensions. 

"The country faces serious eco- 
nomic problems which only be 
solved in a calm atmosphere. Unfor- 
tunately, the Interior Minister has 
been pursuing the opposite direc- 


tion,” said Mohammad Reza 
Bahonar, a vice speaker of the par- 
liament and a leading conservative. 

Mr Nouri. however, defended his 
year-long tenure, warning deputies 
that foflore to modernise the politi- 
cal system would alienate a new gen- 
eration of educated Iranians who 
have come of age since the 1979 
Islamic Revolution. 

The row coincided with a US diplo- 
matic initiative from Washington, 
timed for last night’s World Cup soc- 
cer match between Iran and the US. 
Some Iranians hoped the game 
would spark the beginnings of a rap- 
prochement with the US, but many 
were wary that Mr Khatami might 
be too weakened by the conservative 
onslaught to risk further overtures 
to the “Great Satan”. 

A. conservative businessman, 
remarked: “In a way, I really hope 
that Iran does not win the match. 

. Because if we do win, the young will 
have a doable reason for spflbng out 
into the stre e ts; spontaneous joy at a 
national victory but also spontane- 
ous defiance of parliament." 

Mr Khatami was elected a year 
ago with a promise to introduce 


“civil society". However. Crimen*, 
tive hardliners still control most 
positions of power, including. state 
Bnanrfai institutions, tire police .sod 
security forces, the armed forces, . 
and state television and radio, 

The president’s programme 
Includes greater freedom of expres- * . 
sion; progressive dismantling 0 f “J 
y^mp of the stricter forms of ten. - v* ‘ 
gious-inspired censorship on intellec- 
tual social freedoms; »**v»w<niVi* 4 
restructuring including de-regula- . 
tlon; ?»od improving relations with 
Iran’s trading partners and regional 
ne ig h bours in. order to. end'its_ 19. 
year-old international Isolation; - . 

The US broke dip tomatte relations 
with Tehran in 1980, alter' radiwi 
students seized the American 
embassy in Tehran. However. Made- 
leine Albright. US secretary of stats, 
has held out the prospect of ?a road- 
map leading to normal relations". 

US president Bill Clinton recorded a 
message to be played at half-time 
during the World Cup match calling 
for better understanding between • : 
the two countries. 
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East Timor’s rebel leader turns 
down Habibie freedom offer 


««***£$ 
*•«**,■ A 
■ n| 


By Sander Tboenes to Jakarta 


The jafled leader of: East Timor’s 
independence movement yesterday 
rejected an fridonerian government 
offer of freedom in return for worid 
recognition tf the t e r ri t or y as Indo- 
nesian. ... • • 

Xanana Gusman, the rebel leader 
held in Jakarta's Q plnang jail sin ce 
1992, said he did not agree to the 
conditions of an offer by president. 
B.J. Habibie. Mr Gusmao. Bald he 
stock by his demands far a referen- 
dum on iu df ppndgnAp . 

However, Mr Habibie’s- , surprise 
departure from Indonesia's bard Imp 
on the issue , suggested there was 
hope for compromise for the first 
time in years. 

The Indonesian president told 
journalists on Saturday be had sub- 
mitted a proposal to the United 
Nations to free Mr Gusmao, reduce 
troops and grant a vaguely defined 
special status to East Timor, occu- 
pied by Indonesia since 1975. In 
return, the UN would recognise the 
territory as Indonesian. “But then 


the. former colonial masters (Portu- 
gal] and the whole world should stop 
making problems about East Timur,” 
Mr Habibie said. “They should 
accept East Timor as an integral 
part of Indonesia.” 

Portugal, which 'still. claims the 
territory as Ab colony, criticised the 
Indonesian proposal, and supported 
Mr Gfcsrpaefs position. 

The occupation of East Timor and 
subsequent killing of .some 200,000 
Timorese in suppression of the inde- 
pendence movement have left a 
heavy hiemtwh np I ndonesi a’s imaga 
abroad and. fuelled opposition to eco- 
nomic assistance, particularly in the 
US Congress that has ted the issue 
to approval of new spending far the 
International Monetary Fund. 

But Mr Habibie has surprised his 
own people and foreign diplomats 
since he was sworn in last month by 
breaking a series of political taboos 
and allowing unprecedented freedom 
of political activity. This has been 
viewed as part of an effort to gain 
support and distance himself from 
his predecessor, Suharto. Mr Habi- 


bie’s offer on Eaat^jmor is .the. ids# 
departure from Innonesmjs insfc^ 
tence that East Timor dUBferent 
from the rest of Indonesi^y 'V,-. . ' 

Timorese protesters, wap hattre 
Tgfcpn advantage of the suddem politi- 
cal thaw to invade the foreiga mjnl» 
~try in Jakarta and occupy the Idgd 
parliament in East Timor, are HfaSy 
to follow Mr Gusmao^ rejection of 
the offer. But diplomats said Mr 
Habibie's proposal- went ftr.enwigh 
to win goodwill among 
many of whom wantsome autohdfdyi 
but not separation anff JsiEceJPorit^ 1 
• gal to stop obstroct&gj^te^tfc^ 
in New York. ; . '. V 

Carlos Belo. respected Msfcop*-Of 
the largely Roman Catholic East 
Timor, who is due to meet Mr Habi- 
bie this week, called the president’s 
proposal of a special status “a transi- 
tional solution”. Similarly, diplomats 
believe the offer has put Jakarta on 
a slippery slope where it can be 
pushed for firmer concessions that 
could make the special status much 
more like autonomy than Mr Habi- 
bie appears to have in mind. 
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The bank that makes bond markets. 


Our guiding principles are 
quality, security, liquidity and 
yield. 

As a leading fixed Income 
house, *we are the largest 
constant issuer of Bank 
Bonds in Germany. Our 
national and international 
experience makes us a 
reliable counterparty for 
all major borrowers and 
investors. This applies both 


to the Deutschmark and to 
foreign currencies. 

Find out how we can look 
after your interestis) and call: 
Bond Trading/Sales DGssoidorf 
1+491211 8263133. 

{+49)211 8263132, 

1+49)211 8263741; 

Bond Trading/Sales London 
{+4411 71 444 7348; 

Primary Market Dussaldorf 
(+48)211 826 5988. 
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Gloves come off in battle for 
Europe’s answer to Nasdaq 

Eascfaq and the fixo-NM alliance are stepping up 
competition h the fight to create a European 
version of Nasdaq, the US market for growing 
companies. Euro.NM persuaded a company listed 
on Easdaq to take a second Ksflng on the Nou- 
veau Marchd, the affiance's French member mar- 
ket. But Easdaq has fought back by revealing five 
new Eatings. Market Movers, Page 28 

Sterling’s direction uncertain 

Uncertainty Is hanging 
over the direction of 
sterling. Indications of 
growing inflationary 
pressures tugged the 
pound up. as the market 
began to assume that 
UK Interest rates would 
be increased again this 
year. But signs of eco- 
nomic slowdown have 
damped enthusiasm for 
sterling. Balance of pay- 
ments figures for the first quarter, due out on 
Tuesday. wiH be scrutinised for indications of the 
effects of the strong pound. Currencies, Page 36 

Olivetti aims to speed up deal 

Olivetti, the telecoms and information technology 
group, is seeking Italian government approval to 
accelerate its strategic telecoms deal with Man- 
nesman of Germany. OHvetti hopes Marmesmann 
wiH be allowed to increase its stake to 43.9 per 
cent In the Oilman subsidiary by 2000. Page 33 

US results likely to disappoint 

There will be little US data to push the markets 
this week. Corporate news is likely to be negative 
as companies expecting week second-quarter 
results make early announcements. Page 34 

Openness fails to help bond market 

The Bank of England’s openness - making public 
the minutes of the monetary policy committee - 
does not seem to have helped the UK government 
bond market in predicting interest rate policy. In 
fact markets are more confused than they have 
been for some time. Governmen t bonds, Page 33 

TAB to .list as controversy grows 

TAB, the New South Wales state-owned betting • 
agency, will fist on the Australian stock market as 
con tr oversy grows over the handing of popular 
pubBc offerings. The stock exchange has been 
criticised since last week’s listing of AMP, the 
insurance and foancfaf services group. Page 28 

German bourse remains nervous 

German markets remain nervous and the Bundes- 
bank’s monthly report has provided fuel for specu- 
lation about a rise in interest rates. However, the 
Bundesbank's council meeting on Thured^ boot 
expected to lead to rate changes. Page 34 

Investors avoid volatile regions . 

Confidence in emerging equity markets has been 
hit by Indonesian riots and Russian financial 
chaos. But emerging market fund managers argue 
value can be had from markets with strong funda- 
mentals that have been dragged down by weak- 
ness elsewhere. Emerging Markets, Page 32 


FT GUIDE TO THE WEEK 
- full listings P^je 46 

OH. HEADS MEET 

The Organisation of Petroleum Exporting 
Countries' four-man rainisteriai monitoring 
committee meats in Vienna on Tuesday. Saucfl 
Arabia has called on other til producers to support 
its recent pact with Mexico and Venezuela to 
reduce global production by 2 per cent 
ULSTER ASSEMBLY 
Qecttons are held fin Thursday to the new 
devolved 108-seat assembly that wiH run Northern 
Ireland’s affairs following referendums that 
approved a ground-breaking peace deal 
BOARD MEETING 

One of the strongest grandmaster chess 
tournaments of the year opens in Dortmund on 
Friday, tt Is a key contest for the UK's Michael 
Adams, ranked the best westem-bom player. 
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Viacom looks at Blockbuster sale 


By John Capper in Loodofl 


Viacom, the US media 

company, is to r*nn giriwr HftlTfng 

or spinning off Blockbuster 
Entertainment, its videotape 
rental business, next year after 
restoring it to health. 

Stunner Redstone, the chair- 
man and controlling share- 
holder of Viacom, einA in. an 
interview with the FT ftt he 
would look at spinning off 
Blockbuster next September, 
five years after it was bought 
in a deal north JSbn. 

Analysts estimate that Via- 
com. which recently sold, the 
education and. reference book 
operations of its 


Video rental chain faces spin-off after return to health 


Simon Sc Schuster publishing 
arm, could gain about $5ba 
including debt for Blockbuster. 

Since Viacom acq ui red Open- 
ing Entertainment, a television 
production arm, with Block- 
buster. it would require a price 
of some |5.8bn for Blockbuster 
«iom> to pra tf-h what Viacom 
paid, according to Nations- 
-Ranr Montgomery Securities. 

The prospect of a sale fol- 
lows a revival in Blockbuster, 
which last year had to take a 
3347m charge a gatnat aandog a 
as part of a restructuring 
effort that also led to revenue- 


sharing deals with studios. 

Mr Redstone said Block- 
buster was not valued as 
highly within Viacom as it 
would be alone. “In the world 
in which we Uve, enter- 
tainment analysts will never 
give it the value it is really 
worth.” 

He said Viacom "will have to 
take that into consideration 
when we make decisions that 
might be transactional in 
future". There would be tax 
advantages to divesting tt to 
Shareholders next year. 

Mr Redstone, who holds 67 


per cent of the voting shares in 
Viacom and a 26 per cent eco- 
nomic interest, said Viacom 
was likely to consider further 
acquisitions to reinforce its 
entertainment assets. 

Viacom, which is due to gain 
H£bn from the sale of Simon 
& Schuster to Pearson, owner 
of the Financial Times, would 
he aide to eliminat e nearly all 
debt from its balance sheet by 
divesting Blockbuster. 

Mr Redstone said Viacom 
was likely to consider buying 
hack stock as well as continu- 
ing to cut debt from the 


$11.5bn it reached in 1994: 
“Buying back stock in this 
price area is not a bad thing.” 

He said Viacom would be 
“very cautious and rational 
and conservative” in its acqui- 
sitions. There would not be 
any resembling those of Para- 
mount and Blockbuster four 
years ago that leveraged the 
company. 

Some analysts have argued 
that Viacom needs to take 
action to reinforce or sell its 
share of UPN. the television 
network. Mr Redstone said it 
could improve the network by 
investing in programmes. 

Sumner Redstone profile, Page 8 


Markets focus 
on Buffett’s 
$22bn takeover 


By John Authors to New York 


Berkshire Hathaway's share 
price will be the centre of 
attention on Wall Street today 
as markets react to Friday's 
announcement that the com- 
pany, the investment vehicle 
of Wanon Buffett, was buying 
General Be, the US reinsurer, 
in a stock swap valued at 
almost $22bn. 

The deal is the largest ever 
i n sur ance acquisition, and the 
fifth largest US financial ser- 
vices deal It also matow Berk- 
shire Hathaway the largest 
insurer in the world, 'adding 
General Re - the largest US 
reinsurer, and the third largest 
in the world - to a collection 
of insurance interests which 
already have assets of $4&3bn. 

The takeover is based on a 
fiypri exchange ratio which 
would not be affected by a 
sharp drop in Berkshire Hatha- 
way’s share price. This means 
a negative response from Berk- 
shire Hathaway's shareholders 
would cut the price General Re 
would receive. 

Mr Buffett's move was 
greeted with surprise, as previ- 
ously he has attempted to 
avoid deals funded with stock. 

Berkshire Hathaway's share 
price has risen strongly this 
year, for out-performing both 
general market indices and Its 
own investment, portfolio. At 
the start of the year its class A 
shares were trading at $48,000. 
At the close an Friday they 
had reached $80,900, \ an 
increase of about 74 per cent 
tor the year. 

This reflected positive senti- 
ment towards Mr Buffett’s 


investment management 
skills. His decision now to use 
bis stock as acquisition cur- 
rency at this level may lead to 
speculation that he may have 
decided the market has 
readied a peak - and in turn 
could damage sentiment at a 
time at high market volatility. 

Mr Buffett insisted: “It is not 
a market call whatsoever." He 
admitted, however, , that the 
companies had discussed a 
merger last summer, when 
General Re bad first proposed 
a deal, but an agreement could 
not be wmked out with Berk- 
shire's share price at its level 
of the time - roughly 40 per 
cart below its level now. 

He ««id: “During those dis- 
cussions. last year we didn’t 
get to an exchange ratio 
because, we saw it just wasn't 
going to work." 

Berkshire is already a leader 
in catastrophe reinsurance - 
capping ffm potential losses of 
ran ypniirtnnl insurers against 
extreme events such as hurri- 
canes and earthquakes. 

General Re -Is a powerful 
global player, with .$2£bn, or 
35 per cent, of Its premium 
income last year coming from 
p r operty and casualty insur- 
ance outside the US. 

Analysts for Moody's Inves- 
tor Service, toe rating agency 
which said on Friday that both 
companies’ ratings would 
probably be increased as a 
result of the deal, said the new 
General Re would have by for 
the strongest capital position 
of any reinsurer. 



The London stock market today w al como s a new name on Hs fists - PIC totem a tio na l Group. PIC, for Pig 
topw w aant Company, is the last remaini ng business of the former conglomerate Datgety. Page 26 


Seized Unilever papers show 
strategy to freeze out Mars 


Ra ea so rad ■ Mare, and 
Can funds pew too big? Page 38 


By Jota WBhma In LomIob 

Internal company documents 
prepared by ex e cuti v es at Uni- 
lever, the Anglo- Dutch con- 
sumer goods group, show the 
group excluded ice-creams 
made by other companies from 
its freezer rahtnote in shops as 
a deliberate strategy to 
squeeze US rival Mars out of 
the European market 

Extracts from the documents 
will be published in the BITS 
Official Journal next month as 
part of the European Commis- 
sion’s judgment banning 
“freezer exclnsivity" in 
Ireland. The Commission ruled 
in March that Unilever had 
abused its dominant position 
in the Irish market where its 
hr s ubsidiar y more than 
85 pm- cent of the market for 
impulse-bought ice-creams. 

Publication of the judgment 
is the latest episode in a 10- 
year battle between Unilever 
and Mars, the US confection- 


ery group which entered the 
European ice-cream market in 
the late 1980s. If Unilever’s 
appeal against the EU ruling 
foils, Mars has said. It would 
consider launching a claim for 
$lbn damages. 

Unilever has always denied 
that freezer exclusivity was 
anti-competitive, saying retail- 
ers were free to take other 
manufacturers’ cabinets. Mars 
says the practice keeps its 
products out of smaller shops 
because there Is no roam far a 
second cabinet. 

But documents prepared by 
Unilever’s Frozen Products Co- 
ordination task farce, set up to 
combat the challenge from 
Mars, show the group saw 
maintenance of freezer exclu- 
sivity as crucial in defending 
its markets. The documents 
were seized by the Commis- 
sion in November 1991 during 
raids at Unilever offices in 
Dublin and Hamburg. One doc- 
ument stressed the importance 


of freezer exclusivity in keep- 
ing Mars out of the shops 
where most impulse-buy 
icecream is sold. Exclusivity 
contracts, it said, retained 
"sole brand supply to the 
fridge and. de facto, to the out- 
let". 

Denying Mars distribution 
would step it achieving econo- 
mies of scale. HB had driven 
Mare down to 400 outlets from 
1 ^20. 

“There is a clear difference 
between the public position 
Unilever takes as champion of 
the retailer and its true feel- 
ings in internal documents 
only now available in the Com- 
mission’s derision," Mars said 
yesterday. 

Unilever said: “Our position 
is that this is ancient history. 
All of it has been discussed 
thoroughly with the Commis- 
sion over the past decade and 
it Is on the basis of those and 
other discussions that their 
decision has been taken.” 


Alstom 
valued at 
$7.2bn on 
market 
debut 


By Vincent Boland 


Alstom, the engineering group 
being sold by GEC of the UK 
and Alcatel of France, will be 
valued at FFrttba ($7.2bn) 
when it makes Its stock mar- 
ket debut today. 

Shares in Alstom begin trad- 
ing on the Paris. London and 
New York stock exchanges 
after being priced at FFr205 
each last night. A 58 per cent 
stake is being floated, includ- 
ing new shares and an over- 
allotment, raising a combined 
FFT25bn in Europe's biggest 
ever private sector initial pub- 
lic offering. 

The flotation price was set at 
the middle of the pricing range 
of FFr190 to FFr220 announced 
earlier this month after what 
bankers said was a strong 
demand from investors. About 
2.700 institutions applied for 
Alstom shares, with requests 
at three times the number of 
shares being sold. 

Sources close to the flotation 
said the price, which was 
expected to be slightly higher, 
reflected what the majority of 
institutions were prepared to 
pay for Alstom shares. About 
one-fifth of the company's 
sales are In crisis-hit south- 
east Asia, and analysts had 
expected the pricing to take 
account of that 

The Dotation price repre- 
sents a discount of 10 to 15 per 
cent to the market valuation of 
ABB, the pan-European engi- 
neering group and one of 
Alstom's main competitors. 

Goldman Sachs and Credit 
Suisse First Boston were joint 
global co-ordinators and book- 
runners for the flotation and 
were allocating the shares late 
last night before the start of 
trading today. Alstom was 
advised by SBC Warburg Dil- 
lon Read and Banque Nat- 
ionale de Paris. 

About 30 per cent of the 
demand for Alstom is under- 
stood to have come from insti- 
tutions in France and 30 per 
cent from UK and US institu- 
tions- GEC and Alcatel share- 
holders will get preferential 
allocations. 

GEC and Alcatel are each 
expected to retain a 21 per cent 
stake in Alstom for at least a 
year. GEC-Alsthom was set up 
in 1989 by a merger of the 
energy and transport divisions 
of GEC and Alcatel-Alsthom. 

Em share sale, Page 30 
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Hitting the right note 


For tire past 8% yean, bands 
and equities in US and 
European markets have been 
as inseparable as, well, the 
Spice Oris pop groop. But now 
the bond market, like 
departing group member 

Ginger Spice, seems to be 
striking out an its own. 

It is easy to forget, in all the 
talk of a brave new worid far 

the corporate sector, just bow 

important falling bond yields 
have been to the st ock m arket 

bulls. Not only can future 
earnings and dividends be 
discounted at a lower rate, hut 
in traditional high-yielding 
countries such as Italy and 
Spain, there has been a rapid 

shift of investor interest 
towards shares. 

What has been unique over 
the past few years is that, in 
the US and UK at least, 
economies have enjoyed a 
combination of low inflation 
and rapid growth; con ti nen t al 

Europe seems about to enter 

such a “Goldilocks” period. 

But even Goldilocks found her 
reverie was eventually 

interrupted and almost any 

change in US and UK 


divergent implications for 
shares and bonds. 

There has to be. a point at 
which falling txmd yields cease 
to be a healthy symbol of - 
d isinflati on and start to be a 


Ask investors in Japan, wha» 
bonds and equities have 
moved in different directions 
during the 19906. 

Normally .one would expect 
equities and bonds to part 
company at two stages of toe 
economic cycle. During the 


* 


overheating boom phase, 
inflationary pressures send 


bond prices lower, but 
earnings are rising sufficiently 
to keep equities motoring 
ahead. Dining the bust phase, 
high interest rates choke off 
economic growth, sending 
equities lower, but bonds 
qfrwyigfhpn as inflation eases. 

The danger of either boom 
or bust has been dear for 
much of 1996 In the US and 
UK, but it has been hard to 
deride which would occur. The 
effect of the Asian crisis has 
pointed to bust; toe strength of 
toe UK and US domestic 
economies has pointed to 
boom. Both equities and bonds 
have stayed strong on the 
grounds that the two effects 
will cancel each other out - 
that two wrongs, in investors’ 

tanas, will make slight 

In recent weeks, this cosy 
consensus has started to break 
down. As the yen 
disintegrated, a flight to safety 
seat investors scrambling for 
US Treasury bends, taking the 
benchmark 30-year yield to a 
new low. Equities headed in 
the apposite direction as 
investors pondered the 
implication of ah Asian 
oaSapee for corporate 
earnings. 


Ea rn ings forecasts have 
been revised down steadily in 
the US after a disappointing 
first quarter, but such lathe 
strength of bullish enthusiasm 
in toe US that the good news 
has merely been assumed to 
have been postponed; - 
expectations of S&P 500 
constituent Mmhip growth in 
1999, according to IBES, are 
stfil nearly 17 per cent But the 

- A 


plight of the UK corporate 
sector illustrates the dangers 
British manufacturers 
are being squeezed by a 
combination of the strong 
pound, rising Interest rates, a 
collapse in Asian demand 
(albeit offset by the robustness 
of US and European growth) 
and increasing wages. The US 
corporate sector faces similar 
pressure from rising wages 
and a strong dollar. 

The effect is already 
showing through. At the UK 
national accounts level, gross 
trading profits fell by 3.4 per 
cent In the fourth quarter of 
1997 and another 13 per cent 
in the first three months of 
this year. Analysts have been 
cutting forecasts and ABN 
Amro is now looking for zero 
profits growth from the UK 
non-finandal sector this year. 

' So while a full-blown 
economic recession may not be 
on the cards in either the US 
or the UK, a “profits 
recession" is more likely. 

Just as this bond-frisidly 
scenario seemed to be falling 
into place, however, it was 
interrupted by last week's 
intervention an behalf of toe 
Japanese yen, which calmed 
some of the foam of an Asian 
collapse and allowed equities 
to rally. But anyone who 
believes a bit of central bank 
yen-buying, or even another 
Japanese reform programme, 
can solve Asia's problems 
overnight most also believe in 
the tooth fairy. 

Ami It was noticeable that, 
as equities were rallying, 
bonds were falling. The asset 
markets, like the Spice Girls, 
are not singing in harmony. 
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Defence Management (Watchfield) Limited 

a joint venture between 

John Laing pic and Serco Group pic 

£103,500,000 

Project Financing Facility 

for 

The Joint Services Command and Staff College 
for The Ministry of Defence 

Arranged and underwritten by 

The Royal Bank of Scotland pic 

Agent 

The Royal Bank of Scotland pie 


iNd The Royal Bank 
of Scotland 
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Zurich Group, the Switz- 
erland-based -insurer, Is to 


man operations alto- the 
proposed merger with the 
financial services arm of 
BAT Industries, »7tn g Lon- 
don as a platform far inter- 
national m rpsTwriiy i 

A Series of appaht tmawtn 

are to be made today that 


win give the new group a 
global asset management 
structure. 

Threadneedle Asset Man- 
agement, BATs fond man- 
agement arm, is to be 
merged with the US-based 
Scudder Kemper business of 
; Zurich. 

Paul Mflmftira, rtifaf exec- 
utive of Threadneedle, will 
become head of European 
operations, reporting to 
Edmond Villani, the chief 


to restructure operations 


executive > of Scudder 
Kemper. 

The combined group win 
have funds; under manage- 
ment of $S75bn (£228.6bn) 
when the proposed merger la 
completed; in September, 
making it one of the world's 
biggest insurance and 
asset management compan- 
ies. 

Zorich fare fawi building 
up its fund management 
capacity, ft bought Chicago- 


based Kemper Group for 
$2hn in 1996 and acquired 
Scudder, Stevens & Clark, 
die New York fund manager, 
for $L67bn last year. 

Zurich Financial Services, 
as the merged company will 
be calle d , plans to Increase 
the international sales of 
mutual fond products sold hi 
the US by Scudder Kemper, 
nafag T eflon as a platform 
for distribution. 

The group Is likely to push 


into coutfiiefrtaj. Europe, 
where ft wiH tar g e t Germany 
initially. -"Banks still domi- 
nate In Gegnany, but there 
is a growjgg sector inter- 
ested in Ldndon and New 
Took based-testt managers," 
ssid Mr Mandoca 
ZFS could .'make acquisi- 
tions to strengthen distribu- 
tion In continental Europe, 
where demand far personal 
pensions and long term 



scale back. wel-> 


fare 

■■ It is ja&o -developing 
strategy for the 
mutual funds in Latin 
lea and south-east 
where economic turBWence , 
has thrown 
far foreign insurers to 




Hie combined group plans 
to build on its presence in, 
Tokyo through ventures 


savings is Hkdy to grow as ~wifa fflaWMBBts. T-; * - 


Dalgety takes stock in some pigs being more equal than others 


Maggie Urry looks at the prospects for the porcine rump of the former conglomerate 


W hen the stock market 
closed- last Friday, 
with it closed Dal- 
8617*8 114-year history as a 
quoted company. When the 
market reopens today, it will 
welcome a new name on its 
lists - Pic International 
Group. 

Dalgety shareholders are 
now the owners of an equiv- 
alent number of PTC shares, 
plus the promise of a cash 
payment later this week of 
232%p per share. With Dal- 
gety shares dosing last Fri- 
day dt 41 Op, the implied 
value of the PIC shares is 
177%p. 

PIC — the doll acronym far 
Pig Improvement Company 
- Is the last remaining busi- 
ness of the farmer conglom- 
erate,' .whose, dismember- 
ment in- lads- than a year has 
beat hrrathtftfringTy swifL 
Long gone are Dalgety's 
roots as an Antipodean pas- 
toral company, many of 
the diversifications it 
attemptecLGone, In die past 
few months, are the pet- 
foods, US distribution, food 
ingredients and agriculture 
divisions - at prices suffi- 
cient to repay the group’s 
£300m (8492m) debt and 
make this week's cash pay- 
ment which will cost £875m 
in all. 

It is a inaik of the success 
of the disposal programme, 
that the «wh payment alone 


Is more than the group’s 
share price in July last year 
when the group announced 
Its second profit warning in 
two months. 

Since shareholders have 
already extracted so much 
value from the business, «« 
there be more to be made 
from holding on to the PIC 
shares? 

PIC is the world’s Trading 
pig genetics company. While 
it is seven times the size of 
Its nearest rival, it has a 
mere 7 per cent of the world 
market Such statistics sug- 
gest substantial expansion 
potential for PIC. 

At the same time die mar- 
ket is growing both because 
pork consumption is rising, 
and as traditional small 
fanners breeding their own 
stock are being replaced by 
larger pig companies. 

The attraction to a pig 
farmer of a PIC pig, says 
Ken Hanna, the gr o up chief 
executive, is that they can 
make much more money 
from ft. Through its breed- 
ing programmes. PIC has 
developed sows that produce 
80 per cent more piglets a 
year than a home-bred pig. 
The piglets gain weight fas- 
ter, while eating less food - 
by for the pig forma’s larg- 
est expense. 

Further, the pigs are bred 
to suit mnmiTTM»r preferences 
— whether for iranw meat in 



Germany or more fat in 
Japan. That .should ensure 
they achieve a premium in 
the market. PIC reckons that 
a forma who pays for mw of 
its genetically improved pigs 
gets a near 450 per cent 
return on its investment 
compared with a home-bred 
animaL 

So what could go wrong? 
Phil David, chief executive 
of PIC for the past five years, 
thinks he has everything 
covered. 

PIC’s business structure 
was determined by Dalgety’s 
Shortage Of «wih in rariier 
times. While PIC owns a 
nucleus of 25,000 sows, it 
was faced to contract out 
nearly all of the “multiply- 
ing” work of breeding the 


pigs which are sold to form- 
ers. This has largely cush- 
ioned it against fluctuating 
pig prices. 

If PIC foils to spot and 
respond to changing market 
demands it could lose mar- 
ket share. So, says Mr David, 
it puts a lot Of emphasis on 
anil money behind continu- 
ally Improving its genetic 
stock. 

Disease could be another 
problem. PIC responds with 
s crupu lous hygiene — as ana- 
lysts discovered on a recent 
trip to the US operations, 
. where they had to shows 
and don sterile clothing 
before meeting the pigs. 

Mr David's greatest con- 
cern is that someone else 
might leap-frog PIC's tech- 


nology. The group anplays 
more than 40 PhDs and 
invests heavily in R&D, 
spending £12m In the last 
financial year, to Jjme 1997, 
compared with pre-interest 
profits of £25.4m. Of that, 
esm went on the latest tech- 
nology, »nH that spending is 
likely to rise sharply in earn- 
ing years, although PIC is 
not yet moving into trans- 
genic pigs or getting 
Involved In cloning 

Increased R&D spend 
could be something of a drag 
on profi t growth. So could 
the group's rapid expansion 
into fru iurg in g marlmta It is 
busily setting up subsid- 
iaries in many south-east 
Asian and eastern European 
countries, and .these can 
taka some *hna to generate 
profits. The business in 
Poland, opened four yean 
ago, is expected to make its 
first profit next year. 

Indeed, in spite of PIC’s 
recent profit growth. Dalgety 
only started to see a positive 
return from mare than 20 
years of investment in file 
business in 1996. David 
Lang, analyst at Henderson 
Crosthwalte, remembers 
thru* when PIC’s future was 
under "serious review”. 

Now it has been revealed 
as a previously well-hidden 
jewel. With its hi-tech over- 
tones and fast profits 
growth, a determined effort 


to attract US investors with 
the promise of a US TlaKng , 
unH the hi gh h k pf w p r price? 
being paid for other breeding 
companies, PIC can expect a 
high rating. Mr T*ng is fore- 
casting pre-tax profits for 
next flrumriai year of 28Qm 
and earnings of 6p. g i v i ng a 
multiple of 30. 

Many of its shareholders, 
though, have regarded. Dal- 
gety as an income or value 
stock. . PIC’s dividend will be 
less generous as profits are 
ploughed back into growth, 
and a lot of value has 
already been generated. 

There are foars in the mar- 
ket that invest o rs such as 
PDFM and M&G. which 
between them hold 87 per 
cent of Dalgety’s -shares, 
might turn sellers. of the 
shares before demand from, 
new investors has appeared. 

These concerns are proba- 
bly Mr TTannn 

says he has found investors 
for less rigid about classify- 
ing stocks than they used to 
be. One institutional inves- 
tor says, "a year ago things 
looked So we are 

very pleased by what has 
happened since. Equally we 
are excited by. what will 
remain.” 

Whether PIC will still be 
quoted in 114 years time, 
may be doubtful, but ft could 
prove an interesting invest- 
ment in the shorter term. 


Coca-Cola Beverages lined up for £1.8bn valuation 
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Coca-Cola Beverages, the 
newly formed Cake bottler 
for eastern and central 
Europe, will? tomorrow 
annoiyice details of its July 
13 Dotation amid predictions 
that 4 will value the com- 
pany it as much as yi Hhn 
C&SG&i) or maga 

Thiafc is at the top of , the 
range W analyst# 1 estoxfetes 
wheat the negation >ras 
annfH^wyd fouri weeks ago. 

Thernhares wftl make their 
debut 'em the London ~ 
Exchange after ,a| 


blitzkrieg to explain the 
unusual characteristics of 
Coca-Cola bottlers to UK 
investors. 

These include thp capital- 
intensive nature of the busi- 
ness, which has pumped 
£513m of investment into 
bottling plants and distribu- 
tion networks in tbfc 13 coun- 
tries covered during the last 
three years. Five new plants 
have been built and two 
rebuilt. 22 filling lines 
assembled or overhauled and 
a fleet of 7,000 vehicles cre- 
ated. 

The listing particulars will 
set out plans for further cap- 


ital expenditure at similar 
levels to market Coca-Cola’s 
soft drink range, which 
includes Sprite »nR Fanta as 
well as Coke and Diet Coke. 
Priorities will be vending 
machines and chlTl cabinets 
in shops, schools and work- 
places to encourage consum- 
ers to drink : mare. bringing 
Coke within “an arm’s 
length of desire”. 

: Because Coke bottlers 
require so much capital in 
their Initial stages, their 
profits are reduced by high 
levels of depredation. They 
are therefore normally val- 
ued on a multiple of cash 


operating profit 1 - . broadly 
earnings before inbo^stf tax* 
ation, j depreciation and 
amortisation.' 

The two brokers to the 
float - SBC Warburg Dillon 
Read and Credit Suisse First 
Boston *■ forecast cash oper- 
ating profit wffl be £154m in 
1999, compared with £14Qm 
this year. They also believe 
Coca-Cola Beverages will be 
VAIoed slightly above the 
average multiple for other 
Coke bottlers of 12 times 
1998 cash operating profit 

The new company Is 
expec ted to generate cash 
from 2003 onwards, but no 


dividend is likely in the 
immediate future. The Coca- 
Cola Company of Atlanta. 
Coke's parent company, will 
own 50 per cent of the 
shares, although ft grpprfu 
to reduce fids as with other- 
anchor bottlers where it typ- 
ically retains stakes of mare 
than 25 pa cent The com- 
pany has been created by 
demerging the European 
operations of Coca-Cola 
Amatll, the Australian bot- 
tler. A: bookbuilding exercise 
run by SBC, will allow CCA 
investors to sell their shares 
in the new company. 

The listing particulars will 


pyplain that almost all the 
new company's trading prof- 
its comes from Italy, Austria 
and Switzerland, which 
account for 21 per cent of 
sales. These established ter- 
ritories - in Coke parlance - 
are seen asa base for Raising 
sales in developing 1 territo- 
ries such as Bqfopdttid the 
Czech Republic to V*stem 
European ..levels of B0 8oz 
servings ahead pa year. ‘ 
Emerging tp^ftoriei such 
as Ukraine anctBelanis offer* 
longer-teAn growth' pros- 
pects if their 2809 savings a 
year can he jaise& to the 
Hungarian level of 14L V 


COMMENT 


PowerGen/E Midlands 


regional electricity company. Mi^ands 


was 


significantly since then. 

ihas changed, though, is a new government's d< es>pe£ 
6 find a fast fix for the coal industry. As a quid pro 
iuT [allowing PowerGen to graze among the ree, tne 
generators will probably be asked to lode mto coal con *£f c v[ 

at 'above market prices and sell some generating assrts. u 
: cmhpgfition' does genuinely increase in generation, the argu 
rec ara jiiigt i foms weakens. 

Other shifting ground is US groups’ growing disaSection 
with the UK market they entered en masse in 1996 and 
-having often p«i«i hefty premiums, they may now be on toe 
-point of turning fctfL Hit by an arbitrary windfall tax ana 
disconcerted by tougher than expected price controls, the 
attractions of the UK’s price-cap system are somewhat laaeu 
as retail competition looms. The price Dominion demands 
for East Midlands will dearly indicate the extent of Its 
iHaafliwtinn Any thing less than f ?hn will mean destroying 
value to get out 

Alliance & Leicester 

Quite a ebanning billet doux Alliance & Leicester has just 
sent out to toe Woolwich. It deserves a considered response. 
As a step to combat the competitive threat from the m utua ls 
- which are rapidly gaining market share in new mortgage 
lending at the expense of the converted societies - the 
opportunity to take out a huge dug of costs from 
overlapping branch networks and head offices is worth 
pursuing. 

Although Woolwich is marginally bigger and has the 
strongs- brand, a no-premium merger should be feasible, 
provided the i«m*> of who «hmiiH manage the company can 
be resolved, A positive reply should prove Woolwich really 
does hold piinciples of shareholder value dose to 
heart 


D ominio n in talks 
on £2bn disposal 


By Ao&uw Tartar, 

Utilities Correspondent 

PowerGen, Britain's second 
largest fossil fad generator, 
is in talks with Dominion 
Resources of toe US to buy 
East Midlands Electricity for 
about s3hn ffsvfthn) . 

The generator hopes, that 
ministers wiH allow it to bid : 
for the Nottingham-based 
regional electricity supplier 
in return for PowefcGen 
voluntarily - reducing, 
its market share in gener- 
ation. 

East Midlands was bought 
by Dominion jRfe miffies far 
£L3hn in 1996?'*’ ’ ** 

A £L3hn bid by PowerGen . 
to buy Midlands Electricity, 
a rival regional supplier, was 
blocked in 1996 by Ian Lang, 
the Co n se rvativ e trade and 
-industry secretary, who was 
concerned about toe group’s 
market power. 

- Mr Lang 
QAbnbid far ! 
tile by National] 
country’s 
fired generator. 

The govt 


ted to signal hto[‘ 
that PowerGen. and National 
PbWer may be willing td‘ 



divest farther power stations 
as part of plans ter reform 
electricity, trading arrange- 
meats and presave a market 
for British, coal. 

Ministers are also expected 
to announce tighter restric- 
tions oin-ifie construction- of 
gas-fired - power stations. 
Generators in return would 
be.ezpeeted to' sigh new coal 
purchase agreements with 
British suppliers mainly 
with RJB. toe country's larg- 
est remaining deep mine 
operator.' 

PowerGen -hopes that the 
reforms jwfll.allqw' it. to. go. 
ahead iRtiritsiongistaiiding 
aim to Create an integrated . 
UK power generation and 
supply business. 

PowerGen has also been 
negotiating with Houston 
Industries over a possible 
merger to create a £10bn 
Anglo-American utility 
group with separate quotes 
in bcjth countries. 

t The- Wo. businesses would 
be jointly? managed with a 
structure Similar to that of 
Ubilever? I 

jTaUcs with both Houston 
and ’ East Midlands are 
thought to be-:at*'an early 
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Managing your own funds? 

Visit FTQuicken.co.uk, the UK's personal finance web site 

Now the Financial Times brings you FTQuicken.co.uk, the UK's personal finance web site. 

Designed expressly for the UK in association with the makers of Quicken, the world's No 1 
personal finance software, and Excite, the leading web search engine, FTQuicken can help you 
make even more informed personal finance decisions. 


Relevant, informative, practical - and free, FTQuicken simplifies personal finance. Its interactive 
tools let you track your stocks in a personal portfolio or pinpoint the best deal for a mortgage or 
credit card. FTQuicken can also estimate your monthly mortgage payments and tax bill, 
calculate currency conversions and more. And all of this is backed with trusted FT news - a 
wealth of information on tile web. 


So when it’s your money - not theirs - the time you spend with FTQuicken will be well i 


X 


www.FTQuicken.co.uk 
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Also available on 
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BIG might sell 
parts of its 
storage unit 


By Lqfr Bou ton, 

Ea*onroont Correspondent 

BG, the pipeline and 
Intematianal arm of the for- 
mer British Gas monopoly, 
is considering proposals for 
selling parts of its storage 
business, worth up to Elba 
(*L67bn). 

The company is consider- 
ing its options a head of a 
consultation paper to be pub- 
lished in a week or two by 
Ofgas, the gas regulator 
which is seeking to extend 
nascent competition in the 
gas market to gas storage. 

Oilgas said yesterday it 
believed the “storage busi- 
ness should be sold because 
it is not very competitive at 
thp moment”. 

The regulator said introdu- 
cing competition by break- 
ing up BG’s monopoly in 
this area would drive down 
the price of storage, which 
serves to top up supplies at 
times of peak use or in the 
event of interruptions. 

BG described as "specula- 
tion and very premature’’ a 
press report that it was pre- 
paring to sell the business to 
avoid a referral to (he Mono- 
polies and Mergers Commis- 
sion. It said no decision had 
been taken and "in any case 
such a step would require 
regulatory and government 
approval". It also accepted 
however that “a liberalised 


Amdocs in 9% IPO 


By Avi MSChSs ta Jerusalem 

Amdocs, the Israeli maker of 
information systems for tele- 
communications companies, 
at the weekend completed an 
initial public offering of 9 
per cent of its equity on Wall 
Street and raised US$252m. 

The offering was the big- 
gest IPO of an Israeli coot 
pany on Wall Street. 
Amdocs' 18m shares offered 
were priced at $14. the low 
end of the $14416 range 
underwriters wanted, valu- 
ing the company at $2.75bn. 
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AUSTRALIA HANDLING OF POPULAR PUBLIC OFFERINGS CRITIC ISED AFT ER AMP B IDDING WAR "" ‘ ' ' ' " ' '11 1 

TAB set to list as float anger grows 




gas market should have a 
competitive storage market" 
even though selling the busi- 
ness was not the only way to 
introduce competition. 

Ofgas has indicated it 
would refer the matter to the 
MMC if necessary. 

The dispute Is the latest in 
an often stormy relationship 
between the former gas 
monopoly and Ofgas, which 
started its current investiga- 
tion after failing to force BG 
Storage to auction off stor- 
age services for this year 
from Rough Field, its biggest 
storage facility. 

BG argued it would be pre- 
mature in the first full win- 
ter of domestic competition 
in the gas market to depart 
from Its practice of charging 
fixed prices for storage 
capacity. The regulator had 
no power to force a change. 

BG Storage was created as 
a stand-alone business sepa- 
rate from Transco, BG’s 
pipeline arm, in October. But 
it is still regulated as a 
monopoly. The MMC set a 
cap on revenues it can gen- 
erate as part of its review of 
the disputed price formula 
proposed for Transco by 
Ofgas. 

Altho ug h other com panies 
have plans to develop stor- 
age businesses, BG Storage 
remains the w»»n provider 
of physical storage for UK 
gas shippers. 


By fiwn Robinson in Sydney 

TAB, the New South Wales 
state-owned betting agency, 
will list today on the Austra- 
lian stock market amid 
growing controversy over 
the handling of popular pub- 
lic offerings- 

The stock exchange and 
leading brokers have been 
criticised since last week's 
listing of AMP, the Insur- 
ance and financial services 
group. A state government 
move yesterday to reduce 
the number of TAB shares 
available to retail Investors 


has also drawn complaints. 

TAB has a float value of 
only about ASlbn (US$625m) 
compared with AMP's $25bn 
debut But applications from 
more than 760,000 small 
investors for TAB shares 
prompted the government to 
describe the listing as “the 
people's float". 

Institutions have been 
allocated 35 per cent of the 
total 450m shar ps in addi- 
tion, a parcel of 50m shares 
will be divided between 
Kerry Packer, head of the 
publishing flrwi broadcasting 
media group, and Rupert 


Murdoch, executive chair- 
man of News Corp, In return 
for TAB'S purchase of their 
satellite-based horse-racing 
channel. Sky Channel 

A new mood of caution is 
likely to sumnutd the float 
however, following disclo-; 
sores about the AMP listing. 

Leading brokers have best 
accused of generating: a reck- 
less bidding war which 
drove AMP's opening price 
up to $35J£ a share - more 
than double its $16 base 
price - and to $45 shortly 
after listing, which forced 
many clients to pay artifi- 


cially high prices. - 
The accusations led tpThe 
resignation on Friday of 
Anton Whitehead, head of 
Australian equities at Deut- 
sche Morgan Grenfell, Dent- 
sche Bank's subsidiary and 
joint lead manager of the 
float, to take responsibility 
for losses on the artificially 
Ugh trades in AMP stock. 

From 'last Monday, AMP's 
share price declined steadily 
before rising 185 cents on 
Friday to close at 820 . 70 . ■' 
DMG confirmed, it. had 
taken a loss on the trades in 
AMP stock, hut did not com- 


ment on reports that the 
losses amounted to more 
than A$17bn. DMG bought 
1.25m shares at the opening 
price of AJ3538. 

amp yesterday announced 
a final price of $18.70 per 
share for institutional inves- 
tors allocated shares ahead 
of the group's listing. The 
price applies to shares in a 
special facility established 
before the public offering to 

pnnhfa pyrg Hn g - shareholders 

-to sell or buy further shares. 

In an admission of the list- 
ing problems, AMP said its 
calculation of the final price. 


partly based on the stocks * 

performance in it® ■ 

week, excluded the W : 

of trading as »t did. 
not reflect a “ruimBl mar* . 
kef Critics lave saW tg ■ 
AMP case showed the Aus; ^ 
tralian Stock Exchange , 
should prohibit bids on an , 
“undisclosed" basis for big ^ 
listings. , . . - 

Undisclosed orders, which , 

have a minimum v “ ne . 
*Al 00,000 but an unknown 
T rpviminn value, force bro- - 
kers trying to assess the . g 
market's depth to guess at ' 

the quantity involved. 


Gloves come off in battle for Europe’s answer to Nasdaq 


Easdaq and Euro.NM are fighting to obtain 


Market 

movers 


They dosed at the same 
price after the first 
day of trading on Friday, on 
the New York Stock 
Exchange. 

Amdocs plans to use the 
proceeds to repay debts 
which have dragged profits 
down in recent quarters. 

The company employs 
2,500 software specialists 
including U300 in Israel. 

It is considered a leader in 
Its field, with products 
such as billing systems 
for cellular telephone opera- 
tors. 


C ompetition is intensify- 
ing between Easdaq and 
the Euro.NM alliance in 
the drive to create a Euro- 
pean version of Nasdaq, the 
US market for growing com- 
panies. 

Last week Euro-NM, which 
groups the growth-company 
stock markets of France, 
Germany, Belgium and the 
Netherlands, was celebrating 
a notable coup - persuading 
a company already listed on 
Easdaq to take a second list- 
ing on the Nouveau March 6, 
the alliance's French mem- 
ber market 

Chemunex, the company 
involved, said it wanted a 
Paris listing to improve 
liquidity of its shares and to 
tap the French retail market 
That raises the question of 
why Easdaq was allegedly 
unable to provide such 
investors and liquidity, but 
the Brussels-based exchange 
remains a specialised market 
with a dedicated institu- 
tional following. 

Now Easdaq is fighting 
back. It has just unveiled 
five new listings, mainly in 
the biotechnology and high- 
technology sectors, ' from 
Austria, Switzerland, the 
Netherlands, the US and the 
UK, which will float in the 


next few weeks. That will 
bring the total number of 
listings on the market to 32. 
and more are expected by 
the end of the summer. 

From July 1 , it win launch 
a new index, the EASI-att- 
staare index, to provide a 
benchmark for portfolio 
investment 

This coincides with the 
launch of investment funds 
dedicated solely to Easdaq- 
tisted companies, and a 
tracker fund is also about to 
be launched. 

The 18-month-old 
exchange has complained to 
the European Commission 
over recent legislation in 
France and Italy offering tax 
incentives to companies 
from those countries if they 
list on national exchanges. 
“These tax concessions are 
exclusive to those countries 
and are effectively subsidies. 
We believe they should 
apply to all stock markets or 
be removed," says Stanislas 
Yassukovich, Easdaq's chair- 
man. 

The European Union is 
increasingly sympathetic to 
the exchange's arguments 
on the need for greater 
access to risk capital and the 
harmonisation of listing 
requirements across Europe. 
That should encourage more 
cross-border participation in 
the market, but local regula- 
tory bodies are naturally 
reluctant to give up their 
powers, Mr Yassukovich 


company listings but nationality still seems to play a role, writes Vincent Boland 

■ ~ •••/ v '%'■ amount of lobbyi 

taWBteskr EASDAQ IPOs . ^ - ., / ■ Nouveau March* 
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says. "The signals, I have to 
say, are a little mixed. A lot 
of local regulatory authori- 
ties feel their role might be 
diminished because of such 

a development," he says. 
Germany and the UK have 


tian of more than $20bn- ‘ debut tomorrow, is a guide. 

Easdaq is capitalised at It illustrates the barriers 
$i3hn - although its compa- ahead to those who argue for 
nies tend to be bigger than a single "European stock mar- 


those on the. national mar- 
kets, they face much tougher 
listing and disclosure 


nevertheless shown signs requirements, and the 
they are aware of tiie need to exchange has a fast-track 


harmonise regulation, and 
he believes others will fol- 
low. 

However, Easdaq remains 
behind the EuroJiM aTHaww» 


trading link with Nasdaq, all 
of which appeal to institu- 
tional investors: 

But in choosing whether 
to list an Easdaq or become 


ket to complement a 'min gle 
European currency. 

J ohan Volckaerts, the Bel- 
gian chief executive of 
Global: Graphics, says he 


amount of lobbying by the 
Nouveau Marchfi and the 
Paris bourse," he says. 

“It was like I was commit- 
ting a mortal sin by bringing 

a French company to Eas- 
daq." 

“The Nouveau Marchd is a 
quantity contest, not a qual- ; 
ity contest," Mr Volckaerts; . 
adds. . “Easdaq was able to, * 
offer me strong Belgian mar-. ; 
ket exposure because Bel* _ 
gi»TMi buy a lot of shares; a* 
good portfolio of high-tech '.|^ / i 
companies; and immediate, - “ 
to Nasdaq if I want it.- 
Any dual listing for Global- 
Graphics would be on Nas- • 
daq." . v 

Stffl. no stock market likes . ~ 
to share a- company with- . 
another, and Easdaq will be 
keen to avoid too many, 
cases like that of Chemunex. - 
It needs to develop a Euro- ■ 
pean retail market to rival 
Nasdaq's following in the. 

ITS,- which will prove diffi- - , 
cult as long as ordinary- 
investors are reluctant to; 
consider - or are not offered • 

- the opportunity to partiti--. ; 
pate in cross-border initial' [ 
public offerings. ; • 

"The absence of a retail ’ 


chose Easdaq last year, at a market is not so much a 
time when the Nouveau weakness of Easdaq as of 


in the numberof listings and a Euro~NM member, nation- 
market capitalisation. atity still plays a role, if the 


MarcM in Paris was strug- 
ghng to assert its presence, 
but met . with intense pres- 


Euro.NM has just cele- 
brated its 101 st listing and 
boasts a market capitalisa- 


ality still plays a role, if the sure from the ' Paris stock 
experience of Global Graph- exchange to secure the 


ics, a French graphic arts 
company .-making its Easdaq 


listing. 

"There was a tremendous 


marKet is doe so muen a ^ 
weakness of Easdaq as of-V 
Europe,” Mr Yassukovich , 
says. ■ _ 

"There is worts in progress ‘ 
to increase onr penetration • ; 
of the retail market, but our - 
primary duty has been to 
our institutional clients." - ; 
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Advertising release 
for sale of shares by direct negotiation 


□ Registered Office: Drobeta Tamu-Sevrrin, StL Pottfle de Her ut 2, lad. Mehedimi. 

□ FralCode: 1605671. 

□ Registration no. at Commercial Raster Office J23/133/199I. 

□ Israed stock capital, accoedipg 10 the latest records 

— S the Conanercial Rcristrer Office: 59.782.700 thousand ROL. 

□ Tunwver is 1997: 31,924.426 thousand ROL 

S Nd profit in 1997: 568,053 thousand ROL 

Mam scope of activity: manufacturing and trading of foD steel rolled products in small and medium dimensions 
range. 

Total DUttdw of shares at a nominal value of 25,000 ROL each; 2391308. 

The share ownership structure is as follows: 

O Sour Owncrafagj Food . . . 99 * 7 I 

Store otraeis miougb mass pnvatisaQoa 0.43 I 

The price offer for the 9957 5- issued share capital, Le. 23SL629 shares is 15330,092 USD and the offer price per share is 644 USD. 

d ai the State O w ne r sh i p Fond, 
Toppleos Sum. sector 3 pbone 04- 
I4M0JN0 ROL payable in coovettible 
maai and Rumanian rlfawit or t wpil 
10000000242306008 ill USD aiffe 
Romanian Bank for Expon-Impcxt 
- Bucharest Branch (BRD-SMB) for 
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at the address wwwjsotro. or &om S.OJ. 


Fmther inftmnatit« about the 
-PrratisatioD Division no. 2, phi 

The wwwimal environmental conditions accepted for CORD SJL, Buzhb arc mdndcd in the company PRESENTATION FILE. 




THE PRESENTATION FILE will be released on pesematioa oft 
□ a cxnv of the payment order for the presentation file; 

□ iflgn tity ra td (ct passport lor, fore ign citi zens*; 

□ certifi ca i E froui the btddiag company. 

fnorder to paniripatc inthe nemdaiioas, bidders arerrouir al to pnaEot evidence af putting a the Seller's disposal a guarantee 
ofatmticiuukmi^.33013« thousand ROL or 45?5©. USD as Mbws: Romamaa cmzcns or legal ctfflties may pay cash to 
the State Ownership Fond to account no. 25imf89lm3l3 in ROL at the Romanian Bank for Development - Bucharest 
Branch (BWafStforcrenj catom* or legal endties mqr.pav cash i teAeSWe OawnMp W to account oo. 
2ninwli242RID008 in OSD. at the Ronnman Bank for FoitagnTrade (HANCOREXj: ahemaively the bidden may rnstroa 
the bank where they hold tbar account to release an uncoodltional bank guaantte valid for 60 dnyv 

Only that prove they acquire the Prescm a t i on File may submit their PURCHASING OFFER. 

Bidden should sobmit the PURCHASING OFFER and the documents sandaled by the Annex I of die Go v e m meniJ Decision no. 


1AS1NG OFFER and the {Jocnments sripnlaied by the. Annex I of die Go v e m meniJ Decision no. 
he Official Gazette no. 6Wli011998, tSqpRnnted in Section TV* the PRESENTATION 
avi OnenDiv-tska at the above mentioocd address, m a scaled envelope, {rtor to 9* of Jnly; 

dcaidlsne fw snbmissioa). 


FILE, to the State Ownersbr 

1998, 16." hn. local tone (£ 


BUSINESSES FOR SALE 


Appear h the Ftandal Tfaies eveiy^ Tuesday Rkfay and Saturday 
For further infionnathxv « to advertise kitNssectkxi, 
please contact 

MelaiieMtes on -*440171873 3349 or Maifon Wteddertium on +44 0171 873 4874 
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Allianz 


Allianz Finance B.V. 

DM2 billion 

3% Exchangeable Bonds due 2003 
Largest ever German equity-linked bond 

Joint Lead Manager and Bookrunner 
1998 Germany 
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rA3npoM 


Gazprom 

US$429 million 


Initial Public Offering 


Joint Global Coordinator 

1996 

Russia 


6 

e) Lufthansa 


DM1.1 billion 


Privatisation 

• 1994;. 

Joint Global Coordinator 

Germany 


Allianz 


1998 


1997 


DM1.5 billion 
Rights Issue 

Lead Manager 


rA3l*IPOM 

Gazprom 
US$3 billion 

Debt Facility 

Arranger 


Allianz 


Germany 


1998 


DM1.3 billion 
Block Trade 

Joint Lead Manager and Bookrunner 

Germany 


Russia 


Lufthansa 


LH Employee Share Ownership 
and 

LH Management Stock Option Ran 


Adviser and Administrator 


1996-8 


Germany 


TA3nPOM 

Gazprom 
Strategic alliance 
with 

Royal Dutch Shell 

Financial Adviser 


1997 


Russia 


he 


I*- IS** A 


DM4.7 billion 


Second largest privatisation 
in Germany 

Joint Global Coordinator and Bookrunner 


1997 


Germany 


# 
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BT ^ ENERG1S 




! £3.5 billion 

Rotation oif National Grid Group 

Sponsor and Broker of National Grid Group* W»e 
the inndon Slock Exchange and Adviser to Ihe 

‘ 12 RegionaJ Bectridty Companies 

UK 

1995 


£240 million 

10 Year Eurobond 
Co-Lead Manager 


1996 


UK 


Energis 
£2175 million 

Initial Public Offering listed on the London 
Stock Exchange and NASDAQ 

Global Coordinator, Sponsor and Bookrunner 
1997 UK 
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Eni share sale opens amid tension 


By Paul Belts h HVav 

The Italian Treasury's 
LLWMQbn ($7Jbn; sale of a 
fourth tranche of shares in 
the Eni oil and gas group - 
the country’s largest share 
offer this year - opens today 
amid growing tension over 
the government's privatisa- 
tion programme. 

On Saturday, the Treasury 
fixed a maximum price of 
L 11, 650 a share for the 750m 
Eni shares on offer to retail 
investors Cram today until 
Friday. This is slightly 
higher than Eni's close of 
Ll 1,428 last Friday. 

The final offer price will 

be the lowest of the maxi- 
mum price. Eni ’5 closing 


price next Friday, and the 
price paid by institutional 
investors for the 250m shares 
in the institutional offer. 

If the over-allotment or 
"greenshoe" option for an 
additional 97.5m shares is 
exercised, the Treasury is 
expected to raise about 
Ll2,80Qbn from the sell-off 
and see its stake in the ml 
group fall from 51 per cent to 
around 37 per cent 

TOie latest Eni offer coin- 
cides with a showdown 
between the Treasury and 
the Ina insurance group over 
the privatisation of Banca 
Nazionale del Lavoro (BNL) 
that is now threatening the 
planned merger between 
BNL and Banco di Napoli to 


create a new enlarged bank- 
ing group with total assets of 
L240,000ba 

The clash over the BNL 
privatisation came at the 
end of a week dominated by 
continuing internal 
upheaval at Telecom Italia, 
the recently privatised tele- 
communications group now 
proving a severe embarrass- 
ment for the government 

The Treasury has decided 
to go ahead with BNL’s pri- 
vatisation in October, but 
rejected Joint bids by Ina and 
Credit Suisse for a combined 
35 per cent stake in BNL. 

Ina was seeking a 25 per 
cent stake to lead the con- 
trolling hard-core sharehold- 
ing group of BNL. It would 


have been flanked in this 
core by Credit Suisse with 10 
per cent and Spain’s Banco 
di Bilbao Viscaya (BBV) 
with another 10 per cent 

The Treasury said Ina's 
bid was unacceptable and 
also rejected Credit Suisse’s 
bid. However, it approved 
BBVs bid for a 10 per cent 
stake, and the Spanish bank 
is in pole position to consti- 
tute BNL’s future core of sta- 
ble shareholders. 

Ina refused to meet the 
Treasury’s conditions on tile 
pricing of its proposed 25 per 
cent stake. The Treasury 
was also concerned over the 
sire of the stake Ina, credit 
Suisse and BBV- would have 
gained if the Ina proposal 


had been accepted. Instead, 
it now plans to Boat an the 
market at least 50 per cent of 
its 65 per cent stake in BNL 
to ensure a broads' share- 
holding base for the Rome 
bank. 

However, the acrimonious 
showdown with Ina has put 
at risk the merger between 
BNL and Banco di NapoU, 
which was originally due to 
be completed before BNL’s 
privatisation. Banco di Nap- 
oli is currently 56 per cent 
controlled by a holding com- 
pany 51 per cent owned by 
Ina and 49 per cent by BNL. 

Ina indicated at the week- 
end that under the latest cir- 
cumstances the merger was 
unlikely to go ahead. 


General Re ensured a future 

Cost of disasters spurs consolidation, writes Christopher Adams 
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W arren Buffett's acqui- 
sition of US-based 
General Reinsurance, 
the world's third biggest 
reinsurer, for $22bn marks 
the latest step in a mam- 
moth restructuring of the 
world's biggest risk carriers. 

The deal will make Gen- 
eral Re part of the second 
biggest company in tbe 
world, with a market capital- 
isation of $120bn. It creates a 
more powerfully capitalised 
reinsurer in an industry 
where financial clout and 
global reach have assumed 
paramount importance. 

The rising cost of disasters 
coupled with increased 
sophistication among rein- 
surance buyers, traditionally 
conventional insurance com- 
panies seeking to protect 
themselves a gains t the risk 
of catastrophe, has spurred 
consolidation into larger, 
more efficient units, better 
able to spread risks and 
meet bigger claims. 

Global reinsurance giants 
have emerged from a string 
of mergers and acquisitions. 
The purchase of General Re 
follows the acquisition of 
American Re by Munich Re. 
the world's biggest rein- 
surer , for $&3bn two years 
ago. Ace, the Bermuda-based 
insurer, bought Tempest 
Reinsurance in 1996, while 


Partner Re acquired 
France’s Society Anonyme 
Francaise de Reassurances. 

Competition has increased 
the pressure on reinsurers to 
consolidate. Cushioned by 
several years of booming 
returns from their invest- 
ments in capital markets, 
insurers are retaining more 
of their own risk, and pre- 
mium rates for conventional 
reinsurance are falling fast 

At the same time, reinsur- 
ers are having to invest in 
the development of asset 
manag ement and consulting 
expertise as the needs of 
buyers change. 

Like several of its competi- 
tors. General Re has been 
building a global franchise, 
buying Germany’s Cologne 
Re in 1994 and then US-based 
National Re two years later. 
Acquisition by Berkshire 
Hathaway, the financial 
group of which Mr Buffett is 
chairman, win give it access 
to much deeper resources, 
enabling tbe company to 
underwrite risk it would oth- 
erwise have turned away. 

Increased size will also 
enable General Re to retain 
more of the risk it under- 
writes. Most reinsurers have 
to purchase cover in a pro- 
cess called “retrocession'’. 
Furthermore, funds will be 
made available for the group 


to build its international 
operations. General Re 
derived almost half of its 
revenue from property and 
casualty reinsurance In the 
US last year. 

For Berkshire, the invest- 
ment in General Re cannot 
be placed in the same cate- 
gory as its core holdings in 
companies like Coca-Cola. 
Gillette, or American 
Express, all successful opera- 
tors In their own markets. 

“The main attraction is 
synergy says Charles Mon- 
ger, vice-chairman. Berk- 
shire’s interest in reinsur- 
ance lies in the pool of “free” 
money which it generates 
for Investment Through a 
subsidiary, the group has 
been using its capital 
resources to write earth- 
quake and hurricane rein- 
surance. using the premiums 
paid to earn investment 
income before claims are 
made. It has enjoyed some 
success at this. The group’s 
insurance division, which 
includes GEICO. the direct 
insurer, had a statutory sur- 
plus of more than $26bn at 
the end of last year. 

But Berkshire could sup- 
port much more business 
than it currently writes. 
Between 1993 and 1996. it 
earned $975m in premiums 
hum excess -of-loss policies 
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and $560m in unde rwritin g 
profits, a minn ow in global 
reinsurance terms. General 
Re, for its part, earned pre- 
miums last year of $&25bn, 
of which property and casu- 
alty reinsurance accounted 
for 80 per cent It operates in 
some 150 countries. 

Through General Re, Berk- 
shire will broaden the geo- 
graphical spread and range 
of business tt backs, acquir- 
ing expertise fields as 
diverse as aviation and polit- 
ical risk insurance. 

The US reinsurer sells life 
and health reinsurance, 
d eman d for which is expec- 


ted to grow as governments 
scale back state welfare pro- 
vision. It also provides finan- 
cial reinsurance, individu- 
ally tailored products for 
companies where coverage 
can be triggered by move- 
ments in foreign exchange or 
interest rates. 

Through its Genesis sub- 
sidiary, General Re has been 
exploiting demand for alter- 
native methods of transfer- 
ring risk that do not use con- 
ventional policies. It 
provides the financing for 
programmes used by compa- 
nies that used to go to the 
primary insurance market 


Wall St asks if funds can grow too big 


By John totters a New York 

“Gigantism” in fund 
management is back on top 
of tbe Wall Street agenda. 
The theory - that invest- 
ment funds can become too 
large for their own good - 
first gained prominence after 
Fidelity Investments' Magel- 
lan fond, by far the world's 
largest mutual fund, put 
almost 20 per cent of its port- 
folio into Treasury bonds in 
late 1995. 

It was an unsuccessful bet 
that there would be a bear 
market in stocks, and Magel- 


lan’s performance over the 
following year was in the 
bottom 10 per cent of all US 
funds aiming to gain growth 
from US equities. 

Magellan’s problem was 
that its portfolio was so big 
that even relatively large 
stakes in the small technol- 
ogy companies in which it 
had traditionally specialised 
would have a negligible 
effect on the value of the 
overall portfolio. With stocks 
becoming more expensive, it 
was also difficult for it to 
buy companies at the valua- 
tions it normally looked for. 


Thus it was forced to make 
bigger bets, and to vary from 
Us areas of specialism, in an 
attempt to out-perform its 
competitors. 

Its decision last August to 
close the fund to new inves- 
tors, thus limiting its 
growth, was widely inter- 
preted as an acknowledge- 
ment that funds could 
become too large. 

Mr Buffett’s decision to 
buy General Re appeared to 
mark a similar change from 
his orthodoxy, even though 
he has always believed in 
building large stakes and in 


not holding a wide range of 
stocks. 

In the past, Mr Buffett has 
been critical of transactions 
paid for with stock, and at 
Berkshire’s annual meeting 
last month conceded he was 
having difficulties identify- 
ing valne-for-tnoney equities 
to buy. Berkshire is one of 
the world’s largest invest- 
ment companies, and along- 
side its insurance interests it 
specialises in holding large 
stakes in blue chip US com- 
panies such as Coca-Cola, 
Gillette and American 


As Berkshire has strag- 
gled in recent months to 
identify new equity invest- 
ments, Mr Buffett, like 
Magellan, has instead 
branched out into other 
types of investment 
The General Re acquisi- 
tion is based on synergies - 
something Mr Buffett admit- 
ted was unique for a Berk- 
shire deal - and the rein- 
surer is intended to benefit 
from its extra capital. This 
will enable it to underwrite 
greater risks and branch 
into new and speculative 
areas of risk managemen t 



A&L 
open to 
Woolwich 
merger 

By Christopher Browo-Humes 


Alliance & Leicester has 
indicated it would be keen to 
pursue merger talks with fel- 
low former mutual Wool- 
wich, in a move which 
would create the UK's third 
biggest mortgage lender. 

“A deal with Woolwich 
would be absolutely logical 
for us," said a person close 
to A&L. 

A combination would cre- 
ate a group with nearly 
ESObn ($S4bn) of residential 
mortgage assets - over- 
taking Lloyds TSB. Nation- 
wide and Barclays - and 
nearly 10 per cent of UK 
mortgages. Its market value 
would be around ElOfcm. 

Analysts say a no-pre- 
mium merger between the 
two companies would avoid 
the need for goodwill write- 
offs create substantial 
scope for cost-cutting. “If 
you put these two businesses 
together, their share prices 
would jump enormously,” 
said one. 

The cost-cutting would 
come from branch closures - 
there is considerable overlap 
in the South and Midlands - 
and both have head offices 
in London. One analyst 
suggested the annual 
savings could exceed £20Gm. 

A&L has concluded it is 
unlikely to be able to 
acquire a mutual building 
society, given the determina- 
tion of the remaining mutu- 
als to retain their current 
status. It has around £700m 
of surplus capital, suggest- 
ing it lacks the resources to 
buy a big life assurer as part 
of a dive rs ifi cation strategy. 

Woolwich is slightly big- 
ger - with a market capital- 
isation of £5.1bn and mort- 
gage assets of £23.4bn to 
A&L’s £4.7bn and £17.0bn 
res p ec ti vely - and Is reck- 
oned by most outsiders to 
have the stronger brand. But 
Peter White, A&L chief 
executive, is thought likely 
to fight hard for the top posi- 
tion in any merger. 

Both groups enjoy a fur- 
ther four years of takeover 
protection under the terms 
of their conversion to banks 
last year. But the protection 
is lost if they acquire 
another financial services 
group before then. They are 
also worried they could be 
targeted by predators as 
soon as their protection 
expires - or earlier. 

When it announced its 
1997 results in February, 
A&L said only a big deal 
would justify a loss of take- 
over protection. “If you are 
going to lose your virginity, 
you may as well make it 
worthwhile," Mr White said. 

Meanwhile, John Stewart, 
Woolwich chief executive, 
has indicated he is open to 
discussions on “mergers and 
joint ventures” provided it 
creates shareholder value. 
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TELECOMMUMICATIONS 

WorldCom takeover of 
MCI inches closer 

The planned aoquWicn <*,MCl 

to come until MCI firtos a buyer i 

■Vtori of the to 21^2^ * 1 STuSTus stock 
foil 

Rejected to sional approval from US antitrust authorities qs 
SXsince officials from both sides ^fJ?^? W f, c ,. a - Jj. 
stayed in close contact during ^ hwstigafccff. ^ - 
aSaiced $ig to S56V4, while WorldCom ended the day at 

*W*Moi' willingness to cfepose of 

redudno the overtap with WortdCom s operations, has won 

to detemirw whether merger of the two companies gejs 

fromtfmpte since many customers buy more than one ser- 
vice from the long-distance earner. , 

Richard Waters, New York i 


CAPITAL INCREASE 

Mannesmann to raise DM3.3bn 

Mannesman, the German industrial grorfl) whidi te Jrve^ng 
heavily in telecommunications, will raise D M3.3bn 
from its capital Increase, In which retail investos wfll be abte 
to buy shares more cheaply than 

the price for the new shares had been fixed atDMISO, just 
below Friday's closing level of DM160.50. Retail investors 
who took advantage of the early ordering fadOty wil pay ^ - 
DM158. 

Since Mannesmann announced its capital increase In 
March, the shares have risen by a third. The gain so far this 
year has been nearly 70 per cent, though the shares recently 
touched DM191. The company said 34 per cent of the offer 
would go to private Investors, who would pay DM1.1 bn; they 
wiB be allocated 63 per cent of what they ordered. To qualify 
for foe DM2 discount, they wot required to place orders irj 

the week to June 12. ’ 

Demand for the DM2 .2bn of shares going to institutions In 
Germany, Europe and the US was strong, foe company said. 

The main share issue vviB total DM2.9bn, with a further , 
DM432m from the greenshoe allotment - to meet oversub- 
scription - which is expected to be used in fulL 
Joint global co-ordinators for the issue are Deutsche Barik 
and Merrill Lynch of the US. Goldman Sachs is lead manager 
for foe US. Andrew Fisher, Frankfurt 


POLAND _ 

Pekao offer oversubscribed * * 

Heavy demand for a 15 per cent stake in Pekao, one of 
Poland's largest banks, has prompted big reductions in stock 
allocations to retail and institutional investors. It also points to 
a growth In the listed price this autumn when strategic Inves- 
tors are to be invited to bid for a 35 per cent stake. 

The am all- investor tranche of the offer was nine times sub- 
scribed, and investor applications had to be cut by 88.2 per 
cent in spite of foe shift of 4.1m stores from the 
large-investor tranche, which was four times subscribed and 
finally saw applications pared down by 95.4 per cent Inves- 
tors in the small tranche ware limited to applying for no more 
than 3,400 stores. 

In ail, the two tranches produced $1.6 bn of demand for ' 
stock priced at $370m_ A third tranche reserved for foreign' 
institutional investors saw stock worth $105m placed by 
CSFB, adviser to the treasury on foe sale, which gave no Indi- 
cation of demand for stock from this segment The IPO share 
price gave the bank a market value of $ 1 .8bn. ' 

The strong demand for the bank's stock, which was priced 
at 45 dotys a store, came in the face of a recent medic 
performance by the Warsaw bourse, which has been buffe 
by stock exchange falls in south-east Asia and Russia. [ 

However. Igor Chalupec, a senior Pekao manager, said the 
sale saw local banks offering credit to prospective buyers on 
an unprecedented scale - a factor which buoyed demand.' 

CSFB will be seeking a strategic investor for tire bank this ! 
autumn. Christopher Bobinski, Warsaw 
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NOIKETOTHE HOLDERS OF 
Samsung 

Electronics Co., Ltd. 

(Incorporated with limited 
liability in tbe Republic of 
Korea) (the “Company”) 
US$300 Million 
Convertible Bonds 
due December 31, 2007 
(the “Bonds") 
•CUSIP #796050 AC6. 
ISIN #US796050AC65* 

NOTICE IS HEREBY 
GIVEN pursuant to Section 
1203 of (he f nden cure dared 
June 26. 1997 under which the 
Bonds were issued that, as a 
result of the rights offering 
granted by the Company to its 
shareholders, the conversion 
price of the Bonds has been 
adjusted from KRW 123.635 to 
KRW 1 19.929 effective as of 
April 28, 1998. 

Samsung 

Electronics Co.. Ltd. 

Q By: Cttflmk, HJt., 

as Conversion Agent 
Date: June 22. 1998 

*The CUSIP numbers have 
been assigned by Standard di 
Pour's Corporation and is 
included solely far the conve- 
nience of the holders. Neither 
the Company, nor the Trustee 
shall be responsible for the 
selection or use of these num- 
bers. nor is any representation 
made as to its correctness on 
the Bonds or as indicated in this 
Notice to Holders. 
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payment ana. Swamtwr 22, 1998 wnoa 
u&siTogmpwUs skxuuonoib. 

Br Halloa Retool 1st 
lama.HnJIwi 
jaia 22 . i»a 


Q CHASE 


ROYAL BANK 
OF CANADA 


Dividend No. 444 

NOTICE IS HEREBY GIVBi 
THAT a dMdend of 46 cents 
par share upon the pakJ-up 
Common Shares of this Bark 
has been declared payaWo lor 
the current quarter on and 
after August 24, 19S8 to share- 
hofdars of recotti at ctosa of 
business on July 27,1998. 

By Order of the Board 

Jane E. Lawson 

Saner HcrJtwfcmX Secmtmy 

June 9. 1998 


MRS 

Residential 
Property Securities 
No-3 FIX 

£150,000,000 

Class A2 Notes 
Mortgage Backed 
floating Rat* Notas 
due 2025 

Notice b hereby qhen that 
then- win be a principal 
repayment of £Z9 56 per 
£ 100.000 Note pursuant to 
Causes 15b) of ih# Notes 
on the interest payment 
date 29th June 1998. 
The principal amount out- 
standing on 39th June 
1998 will therefore be 
£63.973 per Note. 
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FOR SALE 
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every Tue s day . Friday h) Saturday - 
Bx f ath er tof u t uia Uon. 
or to adtertlM bi this socUoa, 


Marian Weddedm 
*4401718734874 
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FINANCIAL TIMES MONDAY JUNE. 


NFC 


INTERNATIONAL 
LOGISTICS AND MOVING 
SERVICES 



NFC pic 

£82,500,000 

W/4% Convertible Bonds 2007 

(the “Bonds”) 

NOTICE OF EARLY REDEMPTION 


Nodes is hereby given to the holders of die Bonds (the “Bondholders that NFC pic will, 
on 22 August 1998, redeem all or the Bonds then outstanding at 100 per cent of their 

principal amount, together with inirrest accrued to that date, pursuant to Condition 7(c) 
of the Bonds. 


RIGHTS OF CONVERSION 


Bondholders are reminded that, in accordance with Condition 6(A) of the Bonds, rights to 
convert the Bonds held by them into ordinary shares of NFC pic, at the Conversion Price 
of 287p per ordinary share, shall terminate at the dose of business on 15 August 1998, and 
that, prior to such time, rights of conversion attaching to Bonds may be exercised by 
Bondholders delivering to the specified office of any of the Paying and Conversion Agents 
listed below; in the case oT a Bearer Bond, or. in the case of a Registered Bond, the 
Registrar, Bonds accompanied bv signed and completed notices of conversion in 
accordance with Condition 6(C) or the Bonds and, in the case of Bearer Bonds, all 
un matured Coupons appertaining thereto, and otherwise complying with the Terms and 
Conditions of the Bonds. 


IMPORTANT 

(For Illustrative Purposes Only) 


Based on the closing price (ex dividend) of the ordinary shares of NFC pic on the 
London Stock Exchange on 17 June 1998 of 167p per share, each £1,000 principal 
amount of Bonds is convertible at the Convention Price of 287p into shares with a value 
of £581.16. 


The redemption price (including accrued interest From 22 February 1998) for each 
£1,000 principal amount of Bonds is £1,038.75. 


Payments to Bondholders who wish to accept redemption of the Bonds will be made (a) in 
the case of Bearer Bonds, against presentation and surrender of the relevant Bonds 
(together with all unmanned Coupons) at the specified office or any of the Paying and 
Conversion Agents, or (bl in the case of Registered Bonds, upon surrender of die relevant 
Bonds at the specified office of the Registrar, in accordance with Condition 8 of the Bonds. 


Bearer Bonds and Coupons will become void unless presented for payment within periods 
of 12 and 6 yean respec ti vely Grom the Relevant Dale (as defined in Condition 9 of the 
Banda). Claims for the payment of principal and interest and other sums payable in respect 
of Registered Bonds shall be prescribed unless made within periods of 12 years (in the case 
of principal) and 6 yean (in the case of interest) from the Relevant Date. 


22 June 1998 


PRINCIPAL PAYING AND CONVERSION AGENT 
AND REGISTRAR 
Citibank, NJL 
Citibank House 
336 Strand 
London WC2R 1HB 


PAVING AND CONVERSION AGENTS 

Gtfinnk, NA Banque Imimtiwnal a Luxembourg SA Otflank (Smt rala nd) 
Boulevard General 69 route d'Esch Bahnho&traste 63 

Jacques 263g L 1470 Luxembourg PO Box 244 

B-l 050 Brussels OT8021 Zurich 

Belgium Switzerland 


TRUSTEE 

The Law Debenture Trust Corporatio n pie. 
Princes House 
95 Gresham Street 
London EC2V7LY 
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COMPANIES & FINANCE 


Banks eye BASF buy-back 


Metro to 


By Jenny Luestoy 


BASF, Europe's largest 
chemicals company, is hold- 
ing a beauty parade of mer- 
chant b anks ahead of a 
planned DMSbn ($2.8bn) 
share boy-bads. 

The company is deter- 
mined to be the first in Ger- 
many to take advantage of a 
change In the law, approved 
in March, which enables 
co mpani es to emulat e their 
US and British rivals in 
repurchasing shares to 
improve balance sheet effi- 
ciency. 

The last remaining legal 
issue - a decision on 
whether the buy-back wifi be 
taxed as dividends or treated 
as a reduction in capital, and 
therefore not taxed - is 
scheduled to be settled later 
today at a meeting of Ger- 
many’s regional finance min- 
isters. 

Taxation seems unlikely 
since it would remove the 
shareholder gain from buy- 
backs, effectively preventing 
companies from taking 
advantage of the new law. 

BASF, until now the most 
conservative of the three 
German chemical giants, is 
poised to go ahead with the 
maximum buy-back allowed, 
of 10 per cent of the group's 


shares. “We are determined 
that ours should be the first 
in Germany," said a BASF 
executive. 

The company gained 
approval for the buy-back at 
a May annnal general meet- 
ing. In recent days it has 
been receiving teams of mer- 
chant bankers keen to win 
the contract for the purchase 
of 66m shares. 

“It will be the largest deal 
in our history," said the 
executive. A final go-ahead 
for the buy-back is expected 
from BASF's supervisory 
board once the tax treatment 
is agreed. 

BASF has pushed hard for 
the new law as a way of 
passing a huge cash pQe 
back to shareholders. At the 
end of last year, it was hold- 
ing estimated net cash of 
DM2.7bn. Analysts forecast 
that in the absence of a buy- 
back this will have risen to 
DMSbn by 2000. 

Jurgen Strube, chairman, 
said in an interview with the 
Financial Times that the 
buy-back would not pre ve nt 
the company from malting 
acquisitions. “We will still 
have enough, and if we did 
not, we are quite happy to 
borrow money to proceed 
with the buy-back." 

The company would also 


buy 12.5% JerUtL* 
stake in . . .i 


RSL Com] |||;in 




By Alan Cam 






BASF chairman Jurgen Strut)* acquisitions sW posstote 


be witling to return to the 
market to raise new capital. 
This might be necessary to 
fund a large acquisition, but 
Dr Strube ruled out any very 
large deals. “There will be 
no mega-merger involving 
BASF." 

The group does, however, 
plan to follow in the foot- 
steps of its more radical 


rival, Hoechst, by seeking a 
New York listing, probably 
next year. 

It will seek approval at its 
next AGM in May 1999 for a 
stock option scheme for its 
800 most senior executives. 

“I think it is becoming 
dear to shareholders that we 
now have their interests at 
heart," said Dr Strube. 


Revised PolyGram deal imminent 


By Alice Ransthora 


Seagram hopes to announce 
this week - possibly today - 
that it has signed a provi- 
sional agreement with Phil- 
ips to acquire PolyGram, the 
world’s largest music group, 
for $10.4bn, nearly $200m 
less than originally agreed. 

Philips exchanged letters 
of intent with Seagram to 
sell its 75 per cent stake in 
PolyGram for FI 117 a share 
late last month. The two 
groups expected to clinch 


the deal, the biggest acquisi- 
tion in music industry his- 
tory, by signing the provi- 
sional accord last Monday. 

However, Seagram discov- 
ered during due diligence 
that PolyGram’s financial 
performance bad fallen 
below the management’s ini- 
tial estimates in the inter- 
vening weeks. PolyGram's 
management was given only 
24 hours' notice that Philips 
planned to auction its 
stake, and the business 
has been destabilised by 


the speedy sale process. 

Late last week. Seagram 
tabled a new offer to Philips 
of FI 115 a share, after 
adjusting the price to take 
account of the deterioration 
in PolyGram's condition. 

Cor Boonstra, Philips 
chairman. Is understood to 
have indicated informally to 
Edgar Bronfman Jr, Sea- 
gram chief executive, that he 
would accept the lower 
price. The Philips board dis- 
cussed the revised offer in 
Amsterdam yesterday. 


After confirming it has 
signed the provisional agree- 
ment with Philips, Seagram 
plans to announce that Doug 
Morris, head of its Universal 
Music subsidiary, will 
become worldwide chairman 
of its enlarged music busi- 
ness. 

Alain L6vy, PolyGram 
president and the architect 
of its recent expansion, is 
then expected to announce 
his departure, after si gning a 
lucrative severance package 
with Philips. 


Metro Holding, Swiss parent* 
of one of Europe's largest 
retailing groups, is to invest 
$30m for a 12.5 per cent 
stake In the fast growing 
alternative telecommunica : 
tkras operator RSL Commu> 
mcatiocs, to underpin a atrp. 
tegtc alliance between the 
two companies. 

Under the agreement) 
thought to be the largest d&- f , 
tri button deal so far cob- | 
eluded by a fixed wire can 
rier, Metro Holding'-^ 
subsidiaries will promote 
and market RSL'a telecoms 
services throughout Europe, 
Products expected to be 
offered to Metro's store and 
mail order customers 
include discount calls, pre- 
paid services, calling cards 
and internet telephony. • - 
Metro, which had turnover 
of DM76 bn ($42.6tm> in 19% 
will appoint a member to 
RSL's board and have the 
option to acquire a further 
7J5 per cent of RSL's equity. 

The Swiss group which, 
through its 19 European sub- 
sidiaries serves some 160m 
customers daily, is keen to 
repeat the success of Debits, 
a cellular phone joint ve& . , 
ture it set up with DaimlerQf 
Benz some six years agQ 
which now has some 2.4m 
subscribers. It is also anx- 
ious to build up experience g 
in electronic commerce <£ T 

trading over the internet v ^ 
Hans-Dieter eleven, Metro 
chairman, said he was opti- 
mistic that RSL Com could *" 
achieve a similar level of 
success. Ronald Lauder, RSb 
fy>m chairman, said the alii 1 '' 
ance would give the groug 
access to a wealth of custom 
ers through a huge variety 
Of distribution channel .i i 
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EMERGING MARKETS FUNDS TRADED IN YEN EXCHANGE RATE AFFECTED BY JAPAN’S TROUBLES 




Investors shrink from volatile regions * 


By Enriko Teraaono 


Although the recent rebound 
of the yen has helped the 
IFC Index recover, it has 
been a disastrous few weeks 
for equity markets in devel- 
oping countries. 

Investors took cover as 
riots in Indonesia, financial 
chaos in Russia and nuclear 
tests in India and Pakistan 
caused a steady deteriora- 
tion in confidence. The dis- 
mal economic outlook in 
i Japan, which triggered a 
sharp decline in the yen. 
raising fears of ano ther cur- 
rency crisis in developing 
countries, may have proved 
too much. 

“It is a problem for us as 
some clients are questioning 
our very existence," says 
Mark Mobius, head of emerg- 
ing market funds at Temple- 
ton. 

Although last week’s US- 
Japan intervention in the 
foreign exchange market to 
prop up the yen has given 
markets some respite, uncer- 
tainty hangs over the Japa- 
nese economy and its cur- 
rency, and the short-term 
outlook remains gloomy. 

But in the longer term, 
some emerging market fond 
managers and analysts 
argue, there is value to be 
had from markets with 
strong fundamentals which 
have unfairly been dragged 
down only as a consequence 


Ernggrofl markets and the ym 
FC CaBposite (rebased) 


Yen per dote 
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of weakness elsewhere. 

Worries over the sustaina- 
bility of the yen's strength 
linger as investors remain 
doubtful over the Japan's 
policymakers’ ability to 
deliver effective economic 
stimulus. Emer ging markets 
have recently been trading 
solely on the yen exchange 
rate, and investors, used to 
delays, remain sceptical 
about Japan’s economic 
recovery and the yen, says 
Kim Schoenholtz, global 
chief economist at Salomon 
Smith Barney in London. 

In spite of the reversal In 
US policy to support the yen, 
the pessimists c view over the 
Japanese economy and 
hence a weaker yen remains 
unchanged, he says. 

Countries which have 
until recently been consid- 


ered safe bavens from tur- 
moil within the emerging 
market asset class have 
faced heavy selling. 

“All sorts of linkages — 
some of them pretty far 
fetched - were made,” says 
Laurence Heywarth, director 
of global emerging markets 
research at Flemings, 

Worries in Asia triggered 
selling in Latin America, 
which led to panic over the 
Russian currency. South 
Africa, which exports to 
Aria, was also hit in May 
and June in spite of its resil- 
ience against the Asian con- 
tagion early in the year. 

Large Rons of short-tom 
capital into the markets 
which emerged relatively 
unscathed from the initial 
Asian turmoil have been the 
leading reason behind the 


phtmompnnn The increasing 
tendency for investors to 
treat emerging markets as a 
sole asset class means that 
only the most “emerging” of 
the emerging markets can 
escape volatility caused by 
internati onal investors. 

In spite of widespread pes- 
simism, there are some 
opportunities for investors 
willing to give emerging 
markets a chance and take a 
longer term view. According 
to the IFC composite, the 
market capitalisation of the 
telecoms sector is $94bn 
while the mining and oil sec- 
tor is S6Sbn. “If s lunacy to 
write off these industries as 
if they were worth nothing," 
says Mr Hayworth at Flem- 
ings. 

The declines in some of 
the companies with a firm 
earnings outlook may have 
been unwarranted. “Over 
time, the fundamentals will 
win out," says Philip Ehr- 
mann, head of global emerg- 
ing markets at- Gartmore. 
“With Latin America on a 
1999 p/e ratio of 8£ times, it 
isn’t particularly expensive,” 
he says. The central Euro- 
pean markets likely to bene- 
fit from EU enlargement are 
also favoured by analysts. 

Mr Mobius, who raised his 
cash levels from $500m to 
$2bn during the recent tur- 
moil, is also looking for 
value. “It’s the time to be 
buying. We’re seeing net 


inflows of money into our 
funds as weU.” he says. ■ 

Meanwhile, in spite of thfe 
recent bounce, investors are 
expected to steer clear of 
Asia for some time. “It’s 
clear that the economic 
downturn and overall debt 
burden in Asia are much |Ai 

more severe than believed Cl 

last January," says Geoffrey 
Dennis, emerging markets 
strategist at Deutsche Bank 
Securities. 

Asia's misfortune is that 
with Japan, which many had 
hoped would provide the 
engine for recovery, it is Ifett 
mg one of the worst post-way | 
recessions and does not have 
a strong core economy in the 
region to rely on. In fact, n® 
only is Japan faffing to stft 
port Asia, it is damaging itjf 
region’s markets. • • 

Faltering domes® - 

demand, increased compS*- 
tion in export markets, agfc 
the credit squeeze on^St 
part of Japanese banks jk - 
having a highly negathf> 
effect on the em er giTig Asian 
economies. AS 

Following the TequQa cri- 
sis, Mexico turned to the US, 
while the emerging Euro- 
pean countries have the EU 
to fall back an. “If Indonesia ^ 
were to join the EU in frreJrf' ,: 
years, people’s attitude 
towards the market would 
be totally different," says 
Matt Linsey, director at Bar- 
ing Asset M anagement . 
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”U\ }) . ){1 TELECOMMUNICATIONS MANNESMAN KEEN TO LIFT ST AKE 

^ | ft Olivetti seeks 
J (n to accelerate 


Oliman deal 
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By Paal Betts h Milan 

Olivetti, the telecom- 
munications and informs- 
tibn technology group, is 
seeking Italian government 
approval to accelerate the 
timetable of its strategic 
telecoms agreement with 
Mannesmaim of Germany, 
j Mr Roberto Colaninno, Oli- 
' vetti chief executive, told the 
company’s shareholders’ 
meeting he had written to 
fte Italian authorities to 
allow Mannesman!! to 
increase its stake to 493 per 
cent in its Oliman telecoms 
subsidiary before 2000. 

. 5 Mannesman!) acquired in 
December a 25 per cent stake 
far Ll.USbn <S637m) in Oli- 
' man, which controls Oli- 
" Vetti’s fast-growing Onmitel 
mobile telephone venture as 
well as its Infbstrada fixed- 
line telecommunications 
Company. 

• The German group also 
agreed to buy a further 243 
per cent in Oilman for 
Cl,250bn by March 2000. 

Mannesman!! recently said 
it was keen to increase its 
-tsttake in Oliman but this 
-v f equired government 
approval to lift certain 
shareholding restrictions 


imposed on Onmitel when it 
was awarded the concession 
to operate Italy’s second 
mobile telephone network. 

Under the concession, 
Onmitel, which was 
launched in 1995, had to 
retain at least 60 per cent of 
its original shareholding 
structure in its first five 
years of activity. 

The telecoms partnership 
with Mannes man is the 
centrepiece of Mr Colanin- 
no’s recovery strategy for 
Olivetti, which returned to 
profit last year after six 
years of losses and being 
dose to collapse. Net profits 
in 1997 were LlfibU a gainst a 
loss of LSl5bn in 1996. 

MflnnegmawTf also holds a 
236 per cent stake in Oli- 
vetti. Mr Carlo De Benedetti, 
the company’s former chair- 
man and principal share- 
holder, has now sold his 
stake in the company. 

While Onmitel is expected 
to report strong earnings 
this year after becoming 
profitable for the first time 
in the second half of 1997, Mr 
Colaninno said the Infos- 
trada fixed-line telecoms 
subsidiary was expected to 
show its first profit in 2002. 

Infostrada had attracted 
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Australian chiefs upbeat on Asia 


By Gwen Robinson a Sydney 

Australian companies 
involved in Asia or reliant 
on regional markets for sales 
have few plans to scale back 
regional investment, a sur- 
vey shows. 

The findings contrast 
sharply with gloomy fore- 
casts by Australian econo- 
mists and a recent trend 
among stock market inves- 
tors to sell off companies 
with heavy Asian exposure. 

The survey, of 40 chief 
executive officers of listed 
companies, is contained in a 
report to be published today 
by Macquarie Equities. 


Regional economic turmoil 
substantially affected the 
companies’ Asia-related 
sales, the survey revealed. 
About 70 per cent of compa- 
nies reported a fall in Asian 
sales over the past year, but 
only a quarter said sales bad 
fallen more than 25 per cent 

Most chief executives said 
the longer-term implications 
of the regional crisis were 
reasonably slight and the 
fall in sales would be tempo- 
rary. However, its effects dif- 
fered substantially according 
to the industry. 

Insurance companies were 
expanding both operations 
and investment in Asia. But 


manufacturers were particu- 
larly hard hit, with 36 per 
cent expecting a further fall 
in sales and growing compe- 
tition in the domestic mar- 
ket from cheap Asian 
imports. Tourism-related 
companies also suffered a 
significant impact 

The report said many 
Asian-based rawpaniw had 
been unable to exploit their 
enhanced price-competitive- 
ness following the slide of 
regional currencies, owing to 
disruptions in production 
and price increases in 

imported materials. 

Only 5 percent of the Aus- 
tralian companies had sub- 


stantially sealed back 
operations and Investment 
plans for Asia, while about 
25 per cent said they had 
scaled back ‘'slightly", leav- 
ing 70 per cent with 
unchanged or increased 
regional operations or 
investment. 

A similar trend emerged 
for long-term investment 
plans, with about 10 per cent 
of companies planning a sub- 
stantial revision to their 
Asian plans and the remain- 
der sticking to existing plans 
or only slightly changing 
them. 

Among listed Australian 
industrial companies, those 


with the largest proportions 
of revenue from Asian 
operations include Pioneer 
International. Fletcher For- 
ests. Qantas Airways, Wat* 
tyl. Spicers Papers, Coca- 
Cola Amatil (CCA). Leighton 
Holdings, ANZ Bank and 
Evans Donkin. 

CCA. for example, derived 
46 per rent of its total reve- 
nue from overseas, with Asia 
accounting for 20 per cent of 
the overseas revenue. 

Among resources compa- 
nies, Rio Tinto. Goldfields, 
Lihir Gold, Orogen Minerals 
and Renlson Gold were all 
heavily reliant on Asian rev- 
enue. 


Roberto Co te nktnos pressing the 
c*s* for grotm’s German partner 

3300 business customers by 
the wit of last month and 
was growing at a 20 per cent 
monthly rate; The company 
expects to hire mare than 
600 people by the end of this 
year. 

Mr Colaninno said Infos- 
trada aitrwd to have lm sub- 
scribers and anrvnai reve- 
nues of Ll.OOObn by 2000. 
The venture plans to invest 
L2,000bn over the next five 
years to become a serious 
competitor to Telecom Italia, 
the now privatised but stfD 
dominant Italian telecommu- 
nications group. 

Mr Colaninno said Infos- 
trada was planning a 
LLOOOhn capital increase to 
help frmri its investments. 


GOVERNMENT B0NDS_ANALYSTS FIND MPC MINUTES LITTLE HELP IN FORECASTING INTEREST RATE MOVEMENTS 

Bank’s openness fails to lift clouds 


By Jareray Grant 

When Eddie George, 
governor of the Bank of 
England, accused financial 
analysts of “bird watching” 
shortly after the latest shock 
rise in UK Interest rates, he 
was not implying their 
minds were not on the lob. 

Instead, he was arguing 
that commentators had 
spent too much time scrutin- 
ising the members of the 
bank's monetary policy com- 
mittee (MPC) to see where 
they stood on interest rates, 
and too little on what 
was going on in the real 
economy. 

Such scrutiny has become 
second nature to the UK gov- 
ernment bond market since 
last year, when the bank 
embraced greater transpar- 
ency In the setting of 
monetary policy by allow- 
ing the minutes of monthly 
MPC meetings to be made 
public. 

Yet this new openness 
does not seem to have 
brought the market closer to 
understanding how to read 
the tea leaves on Interest 
rate policy. 

Moreover, given the recent 
twists and turns of the inter- 
est rate debate - and the 
writer of seemingly contra- 
dictory economic statistics - 
UK bond markets are more 
confused than they have 
been far some time. 

Wcrse, many analysts say 


the confusion has cost the 
Rank of En gland some credi- 
bility In its role as newly 
independent arbiter of inter- 
est rates. 

"You would have to say 
that it [the Bank's credibil- 
ity] has been damaged. How- 
ever there are thing s they 
ran do to reassure the mar- 
kets and gain it back," said 
Neil Parker, treasury econo- 
mist at Royal B ank of Scot- 
land. 

The immediate problem 
lies in the way the MPC 
makes its deliberations pub- 
lic. Minutes of each MPC 
meeting are released six 
weeks after the meeting 
takes place, which is in line 
with practice in the US. 

In the past two weeks, that 
has led to considerable fog 
over policy. Far example, the 
minutes of the May meeting, 
released earlier this month, 
showed that the then right- 
member committee was 
broadly in favour of no fur- 
ther rise In interest rates. 
But the accompanying text, 
by contrast, played up the 
dangers of inflat ion and the 
need far a tightening of mon- 
etary policy. 

“That's the major problem 
of the publication of these 
remotes U blurs the vision 
abont where things are 
going. With that blurred 
vision, you have total confu- 
sion in the markets," Mr 
Parker said. 

One solution would be to 


publish the minutes much 
earlier. Kevin Adams, gilt 
strategist at Barclays Capi- 
tal, believes this would give 
UK bond markets much 
more confidence in the 
future direction of interest 
rates - and thus bond prices. 

“Those minutes would 
have to be released on a 
more timely basis and cer- 
tainly before the subsequent 
meeting. Otherwise it throws 
uncertainty into the sys- 
tem." he noted. 

Another issue is that the 
MPC, while clearly commit- 
ted to fighting inflation, 
gives the impression of being 
driven by short-term eco- 
nomic data. 

“I think obviously gilt 
traders are nervous because 
they've been made nervous 
by the MPC. There’s a mar- 
ket perception that there's a 
tendency towards moving on 
one-month data," Mr Parker 
said. 

While Mr George was at 
pains to say that this 
reflected flexibility in the 
face of changing facts, many 
analysts are unnerved at the 
ease with which the MPC 
alters its interpretation of 
data. 

The; say the switch that 
preceded the latest sudden 
rise in rates seemed to have 
been prompted by a single 
piece of news; a rise in earn- 
ings growth in February. 

“We’re still looking to 
their latest comments, but 


10-year benchmark bond yields 
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given the seeming yo-yoing 
of some members it detracts 
from their credibility. They 
should be looking to a more 
medium-term outlook and 
setting rates based on that" 
said James Mitchell, senior 
market strategist at 
Nomura. 

However, some say the 
current debate obscures the 
fact that the Bank is dog- 
gedly determined to meet its 
target of 2.5 per cent infla- 
tion by next year, and that 
this lies behind much of 
what has been going on. 

“The difficulty is that 
they’re not prepared to take 
any chance {with inflation] 


so that any piece of 
short-term data that threat- 
ens the long term course 
can’t be tolerated. I think 
they are credible inflation 
fighters, but what is incredi- 
ble is tbe lengths to which 
they're prepared to go to 
fight it," said Kit Juckes, 
head of bond and currency 
strategy at NatWesL 

Until the fog clears and 
there is more confidence on 
interest rates, the outlook 
for gilts is uncertain. 

Even when markets 
believe rates have peaked, 
they will have difficulty 
knowing who to turn to for 
confirmation of their hunch. 
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By John Authors 


By PttSp Qoggan 


All eyes in the US markets 
are likely to remain turned 
firmly towards Japan and 
Asia this week, as the 
financial crisis there 
continues to exert a greater 
Influence over equity and 
bond prices than domestic 
concerns. 

Last week's market 
movements demonstrated 
the importance of the 
attempt to stabilise the 
currency markets, with the 
Dow Jones Industrial 
Average dropping 207.1 
points on Monday, and 
regaining 164.1 on 
Wednesday after the US 
government intervened. 

A sell-off late on Friday 
left the Dow at 8712^7, down 
significantly from the 
8,834.94 at which it opened 
the week. 

Treasury bonds benefited 
from their "safe haven” 
status, yielding 5.676 per 
cent by Friday, barely 
changed from their level at 
the beginning of the week. 

There is little US data to 
push the markets this week 
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- final GDP figures for the 
first quarter are due an 
Thursday, with personal 
income figures for May on 
Friday. Any corporate news 
is likely to be negative, as 
companies which think their 
results for the second 
quarter win disappoint the 
market make early 

annryiinfpmpn ta 


The start of the week will be 
dominated by reaction to the 
weekend meeting of G7 
deputy finance ministers in 
Tokyo. Investors will be 
disappointed if there is no 
derisive action to reform the 
Japanese economy. 

The FTSE 100 held up 
quite well last week, as the 
yen support operation from 
the Bank of Japan and the 
US Federal Reserve 
prompted most world 
markets to rally. 

But a series of 
stronger-than-expected 
economic data took its toll 
on the FTSE 250 index, 
which fell every day last 
week. 

The figures an retail 
prices, retail sales and 
average earnings persuaded 
many investors that a 
further increase in interest 
rates might be on the cards; 
short sterling futures moved 
to discount a quarter of a 
percentage point rise. 

The Tnfliri piece Of data 
this week which will bear 
upon the interest rate debate 
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REPUBLIC OF PANAMA 


in order to improve the quality of the warer and sewerage services provided in the country, 
the government of the Republic of Panama has decided to transfer to the private sector the 
operational and administrative management and maintenance of water and sewerage services 
in every urban areas over 1,500 inhabitants. The state company Instituto de Acueductos y 
Alcantarillas Nacionaies (IDAAN) is currently in charge of providing these services. 

With this view, the government of the Republic of Panama has decided, through resolution 
N"88 dated May, 29th 1998, to auction a long term concession contract with the following 
obligations for the contractor. 

■ Manage the administrative, technical, commercial and financial aspects of the services. 

• Assume the commercial risk of the project 

■ Comply with the efficiency and quality objectives mentioned in the contract and the 
terms of reference. 

• Execute the investment plan. 

■ Stan operations during the first semester of 1999. 

The Republic of Panama, with a population of 2.6 millions inhabitants, 559b oF which lives 
in urban areas, experienced a 4.4% economic growth in 1997. The IDAAN constitutes a 
centralised and integrated service company that supplies more than 310,000 connections, 
equivalent to a 97% coverage for drinkable water. Sewerage system coverage is 52%. 


Companies and investors interested in participating in the process are invited to manifest 
their interest to Paribas, which has been contracted as the advisor for the project Companies 
and investors interested will receive additional information as well as a calendar describing 
ail the steps of the process. Please contact: . 

PARIBAS 

Abelardo VALENZUELA 

Mergers St Acquisitions Tel: (I] 212 841 2093 / (1) 212 841 3063 

787 7th avenue Fax: (1) 212 841 2873 

New York. NY 10019, USA e-mail: abelardo_vaienzueIa@paiibas.com 


FRANKFURT 


By Andrew Fisher 


will be the Confederation of 
British Industry trends 
survey, manufacturers will 

have been disappointed by 
the recent rise and by the 
subsequent rebound in 
sterling. Trade figures 
should show whether the 
UK's deficit is widening 
thanks to the pound, and the 
Asian crisis. 


COMPANIES DIARY 


Retailers 
to display 
financial 
wares 


TODAY 


• Carclo Engineering, the 
precision engineer that is 
reshaping itself by moving 
towards more profitable 
te chni cal plastics and spe- 
cialist .wire businesses, is 
likely to continue the pat- 
tern of engineering compa- 
nies announcing results that 
have been affected by the 
strength of sterling. Never- 
theless, Carclo is likely to 
strike an advance, with a 
consensus of forecasts from 
First Call the estimates ser- 
vice. suggesting a pre-tax fig- 
ure of £17m ($27.9m), up 
from £14L6m. 


• Harvey Nichols, the fash- 
ion department store and 
restaurant group, is likely to 
produce strong growth from 
i the £12. lm pre-tax it 
reported last time after its 
first 1UI1 year as a quoted 
company. That result was 
held back by higher than 
expected launch costs for 
both the newly-opened Leeds 
store and the Oxo Tower res- 
taurant in London. The flag- 
ship Knightsbrldge store pro- 
duced a disappointing 
growth of 3 per cent in the 
first 10 weeks of 1997-98 and 
analysts will be hoping for 
action on this front. First 
Call suggests a figure of 
about £14. lm. 


TUESDAY 


• Investors will be keen 
to hear if Chloride, the Inter- 
national electronics group, 
has any plans for acquisi- 
tions, having said at the 
interim stage it was looking 
far a quality company. There 
may be news on the expan- 
sion in the US of Chloride 
UPS, which makes uninter- 
ruptible power supply units. 
Analysts will be keen to 
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By Peter Monfagnon 


Although the latest Asian 
scare faded last wed: when 
the yen was supported by US 
and Japanese intervention, 
German markets remain 
nervous. The Bundesbank’s 
monthly report provided fuel 
for speculation about a rise 
In interest rates. 

However, the 
Bundesbank's council 
meeting on Thursday is not 
expected to lead to rate 
changes. Economists looking 
for an early move in the 
securities repur c hase (repo) 
rate - last raised in October 
from 3 per cent to 3J30 per 
cent - reckon this could 
came in July. Others point 
to autumn. 

Eckhard Schulte, 
economist with IBJ Research 
in Frankfurt, thought the 
Bundesbank would wait 
until the fourth quarter 
before raising the repo to 
3J>0 or 3.80 per cent “As 
long as the real impact of 
the Asian crisis remains 
unknown, a rate rise is 
anyway no option.” But the 
German central hunk might 
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be trying to scare the market 
- “it intends to bring the 
equity market back into line 
wffh Hi fg ”. 

The Dax blue chip did 
falter last week on fears 
about the yen but then 
recovered. It ended Friday at 
5,644 paints, marginally 
higher on the week, after 
briefly exceeding 5,700. 


Worries about the b ankin g 
system and the possibility of 
fresh intervention in the 
foreign exchange markets 
wifi dominate the Japanese 
stock market this week. 

The mood remains 
nervous after last week saw 
; the landing N ikke i 225 index 
Call below the 15,000 level at 
one stage for the first time 
since January. Brokers were 
uncertain whether the 
s tatemen t by G7 financial 
and tqp Asian officials over 
the weekend would do much 
to restore confidence. 

The statement recognised 
the need for urgent action by 

Japan to restructure its 
fiwanrfni system and reflate 
the economy, but came up 
with no fresh proposals. 
Meanwhile, worries about 
the financial health of Long 
term Credit Bank 
intensified. The bank is 
considering a merger, but 
there is concern over 
systemic risk and anxiety is 
likely to spread through the 
banking sector if no speedy 

«nrmmppmant is made. 
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The yen could receive 
some support from dealer 
caution about renewed 
foreign exchange market 
intervention to support the 
currency. But the effect will 
not last without action on 
the banks and the markets 
will be studying tomorrow’s 
planned government 
statement on banks. 
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Two large retailers are set to 
be the focus of investor 
attention this week as GUS 
and Asda unveil results. 
Meanwhile, smaller engi- 
neering companies are set to 
keep the strength of sterling 
in focus. 
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Lonely mart Investors are looking to Archie Norman, Asda chairman, for pointers on the 
supermarket's future d ire ction after two merger break-ups last year 


bear how operating margins 

are faring * it said SlX months 
ago that margins had risen 
to 6J5 per cent and It was on 
target for 10 per cent mar- 
gins in the next few years. 
First Call suggests a figure 
of about £9.4m pre-tax, up 
from £7. 19m. 


• Halma, the detection and 
safety group, may continue 
the pattern of engineering 
companies highlighting the 
strength of sterling as a sig- 
nificant problem. However, 
the shares may be supported 
by the company’s dividend 
policy. Last year was the 
19th consecutive year in 
which Halma has raised its 
dividend by 20 per cent , or 
more - the longest such run 
by any UK quoted company. 
Its Apollo fire detection, and 
Memco lift sensors held hack 
the growth last year, so their 
return to normal growth is 
set to boost the results. First 
Call suggests a consensus 
figure of £41 -2m. up from 
37.3m. 


group reports full-year 
results. The successful bid 
helped move the company 
away from the do minant but 
steadily declining agency 
mail order market, and into 
direct m ail, which pays no 
commission and needs no 
agents. The company's Bur- 
berry subsidiary, a small 
part of the overall business, 
was affected by Asian tur- 
moil at the Interim stage, 
and there may be mare of 
the same in these results. 
The group paid glbn for 
Experian, the US credit and 
consumer information busi- 
ness, 18 months ago and ana- 
lysts will be keen for an 
update on progress there. 
Currency movements took 
£2L7m off profits last time. 
First Call suggests £572J2m, 
up from £55 lm. 


THURSDAY 


WEDNESDAY 


• The progress in integrat- 
ing Argos into Great Univer- 
sal Stores' following the take- 
over battle will be at the 
forefront of investors con- 
cerns when the retailing 


• When Asda reports final 
results they may be over- 
shadowed by question marks 
over the longer-term direc- 
tion of the company follow- 
ing the breakdown of merger 
talks with fellow food retail- 
ers Kingfisher and Safeway 
within the past 12 months. 
Although at the Interim 
stage Asda established its 
position as the UK’s fastest 
growing food retailer, ana- 


lysts believe it still faces a 
tough challenge in .sustain- 
ing its pace of growth. 

Retailers are being forced by 
competition to invest mare 
in customer service, system**; 
and price, and the fact thaF* A 
the talks took place at all w 
suggests that retailers them- 
selves believe their 
long-term potential for 
growth is limited if they /■ 
remain separate. However. 7 S: 
the company is likely to 
report a strong advance, of 
about 12 per cent to about 
£396.6m pre-tax. 

• The results from BPB 
Group. Europe's biggest 
plasterboard manufacturer, 
are likely to centre on the 
strength of sterling, which it 
has already said will cost it .*• 
£20m in the year to Mw«h. . . 

However, increasing com- 
petition was responsible for ^ 
a fan in paperboard operat- , 'H') ' 
ing margins from &9 to 3J :j£*s 
per cent, which was largely ‘W?'- 
responsible for a decline In 
pre-tax profits from £10a3m 
to £89m at the interim. stage. 

Analysts forecast £l70m 
before tax and exceptional 
Items, a fall from the 
£l74-8m last time. 

Aside from the figures, 
investors will be keen to 
hear of the company’s plans 
for international expansion, v 

as it has said it had temp o- 
tarily shelved its ambitions ^ 

for an acquisition in the US. v 
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DIVIDEND & INTEREST PAYMENTS 
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■ today 

Abbey National Treasury 
Services CNO TEC FRN 2009 
FFr135 

Associated British Ports 

HWgs. 11%% Bds. 2011 
£593.75 

Bristol & West 10%% Sub. 

. Bds. 2018 £107.50 
Enron Corp. $0.2375 
Export-Import Bank of Japan 
8%% Gtd. Bds. 2001 
$437.50 

Finland {Repubfc oft 1014% 
Bds. 2008 $101.25 
Golden Vale Ir1.78p 
Hay & Robertson Q.3p 
Hemingway Props. Q,43p 
KJngspsn Grp. Ir0.7p 
LASMO 10%% Db. 2009 
£5.1875 

Newcastle Bldg. Soc. 10%% 

Pm. fnt £53.75 

Nihon Dora Kodan 7% 

GtdJ2Cm $700 

Do. 9%% Gtd. Bds. 2000 

$488.75 

Royal Bank of Scotland 9%% 
Sub. Bds. 2015 
Sage Grp. i.Q7p 
Toyo Ink Manufacturing Co. 
5.05% Bds. Y505.000 

■ TOMORROW 
Abbey National Treasury 
Services 7% Gtd. 1998 £77.50 
All Nippon Airways 4-5% Nts. 


1998 Y450.000 
Commercial Loans On Invs. 
Property Securitisaiicxi Class 
A FRN. 2009 £21824 
Da Class Ml Comm.FRM 
2009 £223.38 
Da Class M2 FRN. 2009 

£22338 

Do. Class B FRN. 
2009E297.74 
Hanover Inti. QJ5p 
1AWS Grp. Ir1.684p 
Standard Chartered Bank 
Sub. FRN. 2006 
Sumltorno Realty & Dev. 
4.50% Nts. 1998 Y450.000 
Da 4.60% Nts. 2000 
Y480.000 

Tokyo Tatamono Co. 5% Bds. 
2000 Y500.000 
Do. 5.20% Bds. 2003 
Y520.000 

■ WEDNESDAY JUNE 24 
BP America 9%% Bds. 2002 
C$95 

Ford Credit Europe FRN. 2001 
£19.44 

HS8C Americas FRN 2009 
$150.14 

Manchester Ship Coral Co. 

3 Vb% Perp. £1.75 
Metropolitan Water Board 
Kent Water Works 3% £1.50 
Standard Chartered Prim. 

Cap. FRN. £97.67 
Woolwich FRN. 1999 £193.77 


■ THURSDAY JUNE 25 
British & American InvsL Tst 
l25p 

Chime Came L25p 
El. Du Font de Nemours & 
Ca 8% Nts. 1998 S85 
Fleming Woridvride Income 
InvsL Tst 1J56p 
Hercules S&27 
Mppon Telegraph & 
Telephone 7V*% Nts, 1998 
C$7250 

Stanley Electric Co. 6.40% 
Bds. 1999 YB40.000 
Venturi InvsL Tst 3.05p 

■ FRIDAY JUNE 26 
Asahi Chemical tods. 72% 
Bds. 1998 Y720.000 
Avon Rubber 6.6p 
Bidgin Ip 

Da Non. Vtg. Ip 
Caird Grp. 7p 

Cash Converters IntL $04305 
Bectricrte de France 10%% 
Gtd. Bds. 2009 £1,050 
Finsbury Growth Tst 1J2p 
Lex Sen/Ice 6%% Cm. Pf. 
2-275p 

Morgan Grenfell Equity 
Income Tst 2.45p 
Parambe i.4p 
Rugby Grp. 2-35p 
Sprlngwood Ip 
Wolverhampton & Dudley 
Breweries 7.26p 



UK COMPANIES 

■ TODAY 

COMPANY MEETINGS: 
Foreign & Colonial Income 
Growth InvsL Tst, Exchange 
House, Primrose St, EC., 
12.15 

GT Income Growth Tst, 

Alban Gate, 14 floor, 125 
London Wan, E.C., 12,00 
BOARD MEETINGS: 

Finals: 

Aea Technology 
Allen 

Cardo Engineering 1 
Compco HkJgs- 
Daifywm Grp. 

DBS Management 
Harvey Nichols Grp. 
Workspace Grp. 
interims: 

Enviromed 
Grainger Tst 

■ TOMORROW 
BOARD MEETINGS: 

Finals: . 

C ar petrfgftt 
Chloride Grp. 

Halma 

Hewetson 

Jarvis 

Jasmin 

Majestic Wines 
Interims: 


Denby Grp. . 

First LeisuraGarttand 
WhaOey & Barker 
Legal & General Rea 
Watson & Philip 

■ WEDNESDAY JUNE 24 
BOARD MEETINGS: 

Finals: 

Great Universal Stores 
Lambert Fenchurch 
Metrotect bids. 

Swan (John) & Son 
Vtech Hldgs. 

Interims: 

Galen Hldgs. 

Hardys & Hansons 
MJL Laboratories 

■ THURSDAY JUNE 25 
COMPANY MEETINGS: 
Alpha Airports Gipn 
Excelsior HoteL Bath Rd., 
West Drayton, Middlesex, 
11.00 

Shires Income 8 John Adam 
St, W.a, 1250 
BOARD MEETINGS: 

Finals . 

Acatos & Hutcheson 

Asda 

BPBGrp. 

Cafluna 
Hampson bids. 


Norcros 

Syttone 

Interims: 

Crest Nicholson 
Partridge Rne Arts 

■ FRIDAY JUNE 26 
COMPANY MEETINGS: 
Friends Ivory & State, 
Caledonian Hotel, Princes St, 
Edinburgh, 12.15 
BOARD MEETINGS: 

Finals: 

Cassidy Brothers 

Interims: 

Heavitree Brewery 

Company meetings are-annual 
general meetings unteas 
otherwise stated. 

Please note: Reports aid 
accounts are not normally 
available until approximately 
sbc weeks after the board 
meeting to approve the 
preliminary results. 

This list Is not necessarily 
comprehensive since * 
companies are no longer 
obflged to notify the Stock 
Exchange of imminent 
announcements. 
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Advertising release 
for sale of shares by direct negotiation 

Tbft STATE OWNERSHIP FOND, a Romanian public institution based in Bucharest, 6 Siavropofeos Street, .sector 3. is ofTc 
sale bv direct conation according to the Government Urgency Ordinance no. 88/ 1997 a 5050 % of the issued share 
WITORSjLGMOpaiiRGahtt^ - 


for 

of 


□ Rerasteied Office: Galari, StL Calea Ponnlui, m. 157, jud. GalaiL 

□ Fiscal Code: R 1650044. 

□ R^isaaiionDO.atQminKacmlResuterOfBastJ 17/16/1991. 

□ Issued stock caoitaL acconfine to ifie latest records 

at the Co tiHncrciaJR^^w Office: 33^71.050 thousand ROL 
O Turnover in 1997: 230,179,408 dxxisand ROL. 

□ Net profit in 1997: 6,464^27 thousand ROL. 

□ Main scope of activity: marotecpiriag and trading of crid laminated products and proce ssin g of copper and other 
ferrous metals.. 


Total number of shares at a nominal value of 2SJ000 ROL each: 1.354JW2. 
The share ownership structure is as follows: 


Share owners through mass rehlawSim™ 

^ fhi * mamyr 


% 

50.80 

23^0 


The price offer for the 50JM % fasned share capitaL, Le. 688^54 shares is 4^74^646 USD and the offer price far a share is 6.79 USD, 
The Co mpany P RE SENTA TION FILE required for subscription to the offer may be obtained at the State Ownership Fund, 
BUSINESS CENTRE, OFFERS DIVISION of the fetennoooal Relations Department. Bucharest, 6 Stavropoleos Street sector 3 phone 04- 

01/3110495; 3I23I30: 3124231 and fa M-0 1/312 1841, daflj- between S.OO ^ r ^ ' l ‘ ^ 

indu^ve, at a price of l^S^OOl ROL payable in comtnibie sperificuion . 

FIT F pnr rhiKf riatr fnr fnrrion unit Rn marnan rrrra ms pr legal Thi< < .. . ___ _ _ 

accounts: no. 25.1 MM)&90to423(M)008 in USD u the Rnmauan Bank for Foreign Trade (BANCOREXT for foreign investors.’ cw no. 
251100980900224 in ROL at the Romanian Bank for Devdopraeai-Bucharesi Branch (BRD-SMB) for Romanian investors. 

Further information about the company'sprivmatioo may be offered bv SJOkF.'s INTERNET SITE at the acldieuwwwaCro.txfironiS.OJ 1 . 
•Privarisarim Divisioo na 2. phone 040flaL63.67; 04(V3l4to.8l:fa(WV3I0.1651 
The minimal environmental concfiiions accepted for INTFOR SLA^ Gated ate inchitted in the company PRESENTATION FILE. 


THE PRESENTATION FILE wiD be released on presentation of: 


□ a 


r of the 


In order to 
iff a par©: 
the State 





Branch 

BiiiwaBaCSteimml 

the bank where they hold the 


□ 

.Udders are 

ROL or 1 

to account no. 2511 
ritizeos or legal 
\ at the Romanian 


to release an unconditic 


it Older for the presentation He; 

[or posspon for foreign citizens); 
from the bidding company. 

to present evidence of putting at the Seller's disposal a guarantee 
USD as fallows: Romanian citizens or legal entities may pm 1 cash to 
U in ROL a the Romanian Bank for Development - Bucharest 
may pay cash to the State Ownership FmS to account no. 
or Foreign Trade (BANCOREX); alternatively the hiddm ronv instruct 



Only bidders that prove they acquire the Presentation File may submit their PURCHASING OFFER. 

Bidders shook! submit the PURCHASING OFFER and the documents stipulaled by. the Government Decisioa na 55/1 998, article 
27, published in the Official Gazette no. 66/12.011998 to the State Ownership Fund. Offers Division at the above mentioned 
address, in a sealed envelope, prior to 28* of July, 1998, Ifi.*>hrs. local time (from deadline for admission). 


BUSINESSES FOR SALE 


Appear in tfie Hnanciai Times every Tbesdax Friday and Saturday 
Bor father hfon na tfion, or to advertise hi this section, 
please contact 

Melanie Mfes on 444 0171. 873 3349 or Maifon Wedderbum on 444 01719734874 


CONFERENCES & COURSES 


CONFERENCES 


Conferences 

& 

Courses 


JUNE 10 
In-Trade *98 

Invitation w meet the Sbajah Chamber 
of Commerce defegaticn, ShmjBh Aiipcn 
International Free Zone, Hamriya Free 
Zone and Stapafi Coamatx A Tourism 
Development Authority, at a special 
briefing "thxide at Shatjah," witter the 
uhfeitioa from 1 JO pm to 2J0 pm on 
10 June. Or special interest to UK 
companies involved in usenibling. 
storage, distribution, transhipment, 
processing, canning and packing, 
mnnuftduH: and nafing. 

1 2. LONDON 


. JULY 6 & 7 

1 FT Corporate Property 
Conference - Winning 
v stmtegkm tor Business and 
■’ the financial Community 

* This FT Conference will comider Uw 
■“ in cre a si n g asponance of propeny. 

as a hshnsce sheet and ppoariod&i antet. 
The Importance of financial markets 
at d profankmaJ soviet providers wiU 
also be addressed. 

* CotttnctUttTiHfe Roberts, 

■ FT Coafenences Tel : +44 171 8962120 

fire: +44 171 896 2 fc 96 
E-mail: fi c ^ pca n c n -pro^pm 
; wwwWerotce.com l0NiK)N 


27 July -10 August 1998 

2 WEEKS DIPLOMA III 
BUSOESS JUNMSIlUCnQN 

al 

H ube rt K i i — iy BHI WUT Md 

Ibw urique oppmtunby to nka part at 
our &anmcr Session. In-depth Swly ft 
Cb t uf oences, 2 weeks u obtain MAe 
end of the events Diploma tat Buskins 
Administration from Robert Comedy 
(Mvendty Zuridt (Aooedhed SFWX71. 

■ Spoiim from loafing banks and 
fltapcMiM di uaioitsofZBocfa 

■ T^mrtbyprofciawofwortd wide 
fame 

■ FuU^kneimdy to obtain a Swiss 
I ptiffTMiafl D^loma 

■ Op en tosUCt iostfaiaiom 
requi ottos) 

-tail core tor a* 15 Aqm OW 
. iik^tcSrg ifiptomB fees, 
ftaia tn ecs . w t efa hcpA ttririoo 

Qaflix Robot Komodylksiredty 
441 1 30SJ9VtiMK+(l 1 3083X0 
iS MU ts ^ tg J Cdy ui i wga y x OT 


SEPTEMBER 3 & 4 
FT World Aerospace end Air 
Transport Conference 
Kningulsbed speakers inclade Neil 
Kinnock, Member of the European 
Commission; Adam Brown, Airbus 
Industrie; Robert Ayfing. British Airways 
pic; nem ieacnkx. MIX; John Mston 
CBE. British Aerospace pic; Gordon 
Betfmae, Cotumeanl Airlines Ine; and 
Jim Swiewt. Virgin Eapsess. 

Coqukc JoBum Edwards, 

FT Ccarferences 
Tbt l-*44) 17J 896 2S33 
Fax: (+44) 171 896 2696 


«wA 


LONDON 



JULY -VARIOUS DATES 
Introduction to Company 
Financial Statements 

The rtnx Primary Hnaocial St ntenmi x. . 
Balance Sheet, Profit and tosa accotmt, 
Cadiflow SnoemaiL The langoage of 
FJnance, Cash and Pwflis, the tetpotnatt 
differences. Opera tinfi Profits and 
exceptional items. Dividends and 
Earn inn P** Share. Goodwill and 
Brands. Basic areas for analysis; 

Liquidity. ProtodjOity. ECiamc}. 

I DAY f3W+ VAT 
COomcK'taeet'ftammeCRrfPClP) 
m 0181 255 4«0S Ftic 0181 225 4805 


LONDON 


lutereafiaaalReal! 

Ceufwww “Creatiujj a Haw 
Symryy: Gtabal Partomrtfa 
hi Real Estate Hna»»" 

Sponsored by ttw Uottgaga Bonhars 
Association of America (VBA). The 

omy Mamadanaf nsal t 



Manl, Hawaii, USA 


SS*TEMBER15&16 
The 2nd FT World Water 
Conference 

Confirmed speakers mcludo Mr W J 
Alexander, Thames Veter pic; Mr 
Pieben Nielsen, Asian Development 
Bank; Mr Jan Plios, ABN AMRO Bank 
NV and Dr Lean Awerbach. Overseas 

BwlUfl 

Contact; Swah Gtbb. 

FT Conferences 
Td; +44 171 896 2439 
Fax: +44 17 1 896 2696 
Ema8: flc®pearecD-pfOjcotn 

LONDON 

OCTOBER 8 
Consolidate *98 
Europe's mom popular event in group 
financial reporting systems, attended by 
more than 400 finance directors, 
coatroUen and systems aremunmiits. 
Featuring real time beachmarting™, 
leading edge case arudiea and the 

world's best coosotidarioo prodoett. 
lb book, call: Forum Oonfenakxs 
+44 (0)181 445 2688 
or fu +44 (OjISI 445 7172 

Caffe RoyaL LONDON 


Conferences 

& 

Courses 


OCTOBER 14 A 15 
The lOtti Annual FT Worid 
Mobile Communications 
Conference 

This annnal FT conference has once 
again »*wwtwt m inteaiatianal a»irfi wip» 
of senior executives from the mobile 
industry. Speakers include: Mr Hans 
amok. Orange pic; Mr Um Samples, 
One 2 One; Mr Gerhard Schmid, 
MobfleCUmAO. 

Enquiries: Sian Fanamn 

Tet 0171 896 2626 Fkc 0171 896 2«6 

e-mml: nan^pearsan-pitkcoin 

LONDON 

OCTOBER 20 8.21 
The 2nd Utfllty Congress 
> The Competition Aucflt 
A two day cunfenmce and exhibition 
organised by Utility Week magazine 
win address key hates Acing die otiUty 
industry. Speakers include: PM Nolan. 
British Gas Trading; Keith Orefrison, 
Electricity Supply Association of 
Australia; Jofan Easim. Edbxn; Chris 
Menem AngBan Water, Jdm Roberts. 
Bkctridty Aisoriatioo, Mike Bonis, 
London Bbdritity 
Td: 444 181 6523818 
Fax +44 181 6623482 
E+ntih angntajoaesOrbLcoiid: 

BRIGHTON 


OCTOBER 28 

The 3rd Annual FT Diamonds 
Conference 

Confirmed speakers inclnde Mr James 
R Radi well, BHP Diamonds Inc; Mr 
Kyo Yamagada. Gems hn ema t l ot ia l Co 
Ltd; Mr Francois Curie I, Cbritlie't 
Europe; Mr Mark Cockle, Diamond 
haemaaonat end a senior [pptesojrstfve 
from De Beets. 

Qmacc Sarah Cfitb. FT Conferences 
ffet +44 171 896 2639 
fine +44 171 8M 2696 
Email; ifc#peainon-pnxcotri 

ANTWERP 

OECEMBBt7A8 

The 17TH FT Worid Pulp and 

Paper Conference 

Qnoe again the conference will provide 
yon with unique opportunities to pain 
insight into the world pulp and paper 
industry and to nerworit. with potential 
partner* and efients in a powerful forum. 
Enquiries: Lucinda Roberts. 

IT Conferences 

TU: +44 171 896 2120 
Fax: +44 171 89626960697 
Email: htitadw^pemon-prcixotn 
Web; wwwJk xiifcraj cesxotB 

LONDON 


Conferences 

& 

Courses 


To advertise conferences, 
exhibitions, trade fairs, 
conference venues and training 
courses to approx 1.2 million 
readers woridwide. 

Contact Jade Sanderson on 
tel +44 171 873 3507 
fax +44 171 873 3765 


Financial Times 


COURSES 


LANGUAGE COURSES 



To advertise in 

Language 

Courses 


Please contact iade Sanderson 

on +44 (O) 171 873 3507 


FAST EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer s language 
have made the 
difference ? 


Did your last meefag overseas go «swefl as yott had 
hoped? No?Whynot?Didyouloaeouttoacompetitor 
who<8d speak the language of the customer? 
Don't let It happen Again - 

Can BERLITZ for debuts of 'Doing Business In* 
French/GermanfSpanteh NOW on 

0171 - .315 0303 
0121 - 343 4334 
0131 - 228 3307 
0131 - 228 7138 


Kefpfng Hie Wadd Comnnmfcate. 


UNIVERSITY OF OXFORD 
Business Skill* and Know-tow tor 
BSD SdutUssBd Engiasais 
Registrations now being tofcan 
fl aire fl ta : -Short McfcfOcam to Kay 
c emi H wc M M k areUmowhavlp 
c re ttpiama u ta d i teJ latTOlanc o 

-inawinfcnofflSOinBwi i l S '^knt 
jau-oraroraro zauaiML - VHUafab 
era dm kx benctnadarg. 
rCW 224an» - Krtariitf Property 
tetmtorFtUPntanlanrii 


BSD 

35 «M-Aa»mng6 Station 
NEW aBJunm-kenqmmaalTUD 

Mew SS^-BMMWMnakr 

ScfcrMfc S TbeTOfcBl Ptctaakrad 
NEW 1-2 July -V'CBAuSioretiktDackxi 
HEW > July -»» Drama* QnmMp 
FancBedstarforBceutwandpoyto 

o>%5; tealsBrtarM 3 Mbtesadoanw 

MmeSCnLConcoaieieiym 

XfUctM hr conraqr btock orvTOtnrte. 
Contact Undn TbognJU: Bfflte MW 


Oxford 


JULY 1-3 
Evaluating Banks 

• Banking Sopenrition and Regutanon 

• jfamclsJ Informatiort • Key Ratios 
and Capital Adequacy * Political. 
Economic, Social and Ttedmologic*] 
SfiEta • Country Risk Expceure AiBlyaa 

• Emagiag Mattes • The Role of Credit 
Raring Agencies } Day* £995 + VAT 
rvwiia-r Bnt±in Traintne & ConKikicifi 
NewAdtfrera 

I Lmnbwd St, BC3V9AA, Londoa 
Tti: 0171 929 6633 Fta 0171 929 6644 
Emtih btre fairi&tt ii cl iaxotn 
Intenet bttp^/wwwIwelMLcwn 

. LONDON 


JULY6-8 

Faculty Documentation 

• Type* of Borrower and their legal 
identity * Facility Letters and 
Covenants. Letter* of Comfort 

• Lending, Guarantee and Security 
Documentation, Regiflrotimi Proce- 
dure* • Fixed and Floating Charges, 
Priorities • Legal Requirements and 
Obligations, Regnbiny Environment 
■ Common Mistakes and Problem*. 
Dealing with Defaults 

3 DAYS £995 + VAT. 

Contact: Bbdrinltahring £ Consulting 
New Address 

1 Lombard St, EC3V 9AA» London 
TcL 0171 929 6633 ftx: 0I7T M9 6644 
Email: bitChitugfoircliiiLCcgB 
Internee Imp^/wwwJjndittLcOCti 

LONDON 

JULY 6-17 

BPP Ttotolngs Consultancy 
Global Trade, Export & 

Project Finance 
10 day intensive coarse covering all 
oapecu of than, medium A long term 
fimoce. Aimed a aO there in tnde, opon 
A ill financing. Delivered by highly 
fpeebdired bankers. * Hade servkortttde 
finance? * Lijiflg ndrtionti short term 
trade products - Costumer needs 

• SmKaBatg #ho» ama unde facilities 

• Metfinm iron espon finance * Efieelivc 
roe of De* ixananw ageneiet • Multi 
sourced expat finance activity - Prcjod 
funding ttretegiea * Documenting 
mnyirxtnmnuei. 

For more daaJUetmaeekteywTtaaai 
Tel: 0171 6288444 Fax; 0171 628 7818 
Enaih ly p oamina^ cootp arer vcxoQi 

CENTRAL LONDON 


JULY 9 -10 

BPP Training & Consultancy 
Financial Mathematics 2 * 
Second level oenne with one session on 
revision end review of introductory 
topics. Main focus on - Forward interest 
rates * Forward prices • Yield curve 
analysis • Maric-to-market • Statistical 
analysis • Duration and convexity. 

For more derails comet Mmyon Thomas 
Tel: 0171 628 8444 finu 0171 628 7818 
Piwi!! 1 fftw 

CENTRAL LONDON 

JULY 13 -15 

Rated income Securities 

• Government Bond Market* 

• Domestic Markets • Eurobonds 

• Issuers, Investors and Inierutecfiariec 

• Primary and Secondary Markets 

• Bond Trading Strategies ■ Hedging 
and Bund Derivatives 

J DAYS <979+ VAT. 

Cornice Birchin Tramtag & Coasulrine 
New Address 

1 Lombard SL EC3V 9AA, London 
Tel: 0171 929 6633 Fax: 0171 929 6644 
Email: bmhmg'birdtinxotti 
Imemec bfip^/www.birdiinxom 

LONDON 


JULY IS -17 

BPP Training & Consultancy 
Practical Derivatives 
Suitable for tho&c who have tome 
knowledge of the underlying products 
and who to deepen (heir 

knowledge of derivuivea. A technical 
cansr md basic maths wiD be assumed. 
•Swaps* Options ■ Futures* Essential 
council to avoid fraud - Risks of 
derivatives * New products. 

For more details oonracc Manon Thomas 
TH: 0171 62S S444 Fix: 0171 62S 781 8 
EinaStbppttainuig^teMniwscrvexQni 

CENTRAL LONDON 

AUGUST 17 -21 
introduction to Corporate 
Credit Analysis 

• Types of Borrowers and their needs 
■ Techniques of Credit Analysis * Profit 
and Lou account and Balance Sheets 

• Spreading, Ratios, Key Indicators 

• Cashflow. Forecasts, Sensitivity 
Analysis • Business Plans. Debt Scnrfce 
Opacity, Covenants - Analysis Of Rida 
5 Days £1145 + VAT 

CootsX: BtrCbin Tnutmtg & OJtiHJltntg 
New Address; 

1 Lombard St, EC3V 9AA, Loodoa 
Tel: 0171 929 6633 Fax: 0171 929 6644 
Email: bjrdtio^htrchiiuxTO 
Internet: http.vPwww.bmdanxom 
LONDON 


Conferences 
& Courses 


To advertise contact Jade Sanderson on +44 171 873 3507 or Fax +44 171 873 3765 
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CURRENCIES & MONEY 


Japan data awaited 


POUND SPOT FORWARD AGAINST THE POUND 


DOLLAR SPOT FORWARD AGAlNSTTHEOOUAR 


By Dante! Dorobey 


Last week the Clinton 
administration reversed SlX 
years of foreign exchange 
policy and set in motion a 
$2bn joint intervention with 
the Rank of Japan to rescue 
the yen. 

This week may show how 
much time the two govern- 
ments have bought After 
plumbing the depths of 
Y146.75 to the dollar in the 
hours before the interven- 
tion took place, the currency 
had strengthened to about 
Y134 as trading wound up 
last week. 

.Not only did the part 
played by the US add to the 
Intervention’s weight, but it 
set off speculation that 
Japan had agreed to substan- 
tial financial reforms in 
return for Washington's 
help. 

“So far, they have not 
really said anything new,” 
said Ros Litton at HSBC. 
"But the market's going to 
be reluctant to seriously 
short the yen until early 
July." 

- President Clinton sets off 


next week for a trip to China 
- and the White House is 
likely to be unenthusiastic 
about another round of 
Asian crises while he is in 
the region. That may mean 
that the US win be more pre- 
pared to defend the yen next 
week than at a later date. 
However, the markets will 
be watching Japan’s unem- 
ployment and Inflation fig- 
ures. out on Friday. 

Unce rtainty is also hang- 
ing over the direction of star- 
ling, which clambered back 
to about DM&OQ last week, 
after giwkmg to DM2L87 in 
mid-May. 

Indications of growing 
inflationary pressures 
tugged the pound up, as the 
market began to assume that 
UK interest rates would be 
increased at least one more 
time this year. 

But signs of economic 
slow-down have damped 
enthusiasm for sterling. Bal- 
ance of payments figures for 
the first quarter, due out on 
Tuesday, will be particularly 
scrutinised for indications of 
the effects of the strong- 
pound. 
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Notice 

Promise Co., Ltd. 
¥10,000,000,000 
Convertible Boode doe 2000 


Tampopo Limited 
U^. $93,500,000 
2 per cent Secured Notes due 2000 


DELTA ELECTRONICS, INC. 

15 PER CENT CONVERTIBLE BONDS DUE2*Wlthe ‘Botes*) 


The company hereby notflies holders of die Bonds of die forthcoming 
Su s pe ns io n Period: June 29. 1998 ro Jdjr 8, 1998 (Taiwan time). In 
accordance whh die oonddons of the Bonds, die Company has sec a 
Closed Period from July 4. 1998 - July 8. 1998. The Record 
data/ Consolidation dace will be July 8. 1998. As a result of dlls 
Bondholders may not convert their bonds from (and tndudmg) June 
29, 1998 (Taiwan rime) to (and indudwig) Jidy 8. 1990 (Taiwan rime). 


June2Z 1998. London 
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The FT can help you roach additional business 
readers In France. Our link with the French 
business newspaper. Las Echos, gives you a 
unique recruitment advertising opportunity to 
capitalise on the FI’s European readersh/p 
and to target the French business world. 

For information on rates and further da l aH a - 
ptease telephone: 

Toby Fssten-Crofts on +44 171 8734027 
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BASE LENDING RATES 
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Financial Times Surveys 


Nordic Countries 
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FINLAND: Friday July 3 
NORWAY: Tuesday October 27 
DENMARK: Wednesday November 11 
SWEDISH BANKING: Monday December 7 
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For further information please contact; 

Felicia Kay in London 
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CURRENCIES & MONEY 


Europe waits for news from Japan » 


SYNTHETIC EURO RATES 


HJ^PEANpVERVpv 

By Martin Dickson "" 

The outlook for Japanese 
economic stabilisation is 
likely to dominate European 
markets again this week as 
investors weigh up the 
impact of the weekend meet- 
ing of G7 deputy finance 
ministers, 

European equity Indices 
drifted lower on Friday, 
amid uncertainty over the 
G7 meeting and a weak tone 
on Wall Street, with the 
FTSE Euro top 100 index dos- 
ing at 2,78535, down 2132 on 
the day. 

The broader Eurotop 800 

Etmi^1300 EinDbfoc 

•MB. - V ■ 


index finished at L218.77, 
down Ml, while the EBloc 
100 index, which follows 
companies domiciled in 
founder members of Euro- 
pean .economic and mone- 
tary union, dosed at 1,009.59, 
down 8-53. 

Thursday's regular meet* 
ing of the Bundesbank coun- 
cil is not expected to produce 
a tightening of monetary pot 
icy, despite a Jinny of specu- 
lation last week. Most ana- 
lysts argue that the bank 
will not increase rates until 
after its August break. 

HSBC Markets argues that 
the Bundesbank’s policy of 
increasingly talcing- Euro- 
pean economic conditions 


into account in its policy 
- deliberations does not neces- 
sarily mean that it will be 
pushed towards raising 
rates, though a third quarter 
move remains on the cards. 

It argues that other rea- 
sons for Bundesbank delay 
include the comparative 
weakness of the German 
economy and the fact that 
most 1999 budgets for Emu 
member countries will not 
be presented until Septem- 
ber. 

It suggests the focus far 
potential Euroland rate 
changes remains an cuts in 
the peripheral economies,, 
with Italy the most likely 
mover over the next month 


or so, given the recent 
lacklustre behaviour of its 
economy. 

A new report from Dresd- 
ner Kleinwort Benson on the 
unification of European 
equity markets argues that 
increasing activity by inter- 
national investors will drive 
up the discount Imposed by 
the market on high-risk 
shares, and that the risks in 
many capital goods and 
basic materials sectors have 
been under-appreciated 

In contrast, it believes a 
positive re-rating will help 
“safe havens of lower risk,” 
such as pharmaceuticals, 
support services and finan- 
cial services. 
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GOVERNMENT BOND SPREADS vs ECU 
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A angle interest view linking the politics of 11 countries with the unknown economics 
of a new currency zona High yield and high grade research for the new European credit 
markets. Pan European perspective, global vision for key sectors from telecoms to 
pharma, local knowledge on mid-caps. Change means opportunity. 
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bring you perfect shots at great sporting events. 
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MONDAY 22 


Agriculture shake-up 

European Union fatm ministers begin 
marathon talks on the biggest package 
of agriculture measures they have 
discussed for at least three years. On the 
agenda are reform of the BJ's banana 
import regime, necessitated by a ruling 
from the World Trade Organisation, and 
controversial changes to the olive ofi and 
tobacco sectors- Ministers wDJ also 
discuss how much land to set aside next 
year to prevent the growth of grain 
mountains. The issues will be d iscus s e d 
as a package with a deal likely on 
Wednesday or Thursday. 

Health and teaming 

Organisations from more than 90 
countries involved In health promotio n 
and education meet to San Juan, Puerto 
Rico (to June 26). The Geneva-based 
World Health Organisation, one of the 
co-sponsors, is emphasising bottom-up 
approaches to health promotion. Schools 
are seen as having a crucial role in 
promoting health. 

Ozone progress 

The Geneva-based World Meteorological 
Organisation and the United Nations 
Environment Programme issue an 
assessment of the state of the ozone 
layer In 1898. The layer, which protects 
the earth from damaging solar radiation, 
has thinned in recent years but the report 
contains some encouraging news that 
International efforts to halt ozone 
destruction are beginning to have an 
effect, though it will take many years for 
the ozone layer to recover. 

Trade rows loom 

The dispute settlement body of the WTO 
meets In Geneva. The EU is seeking 
panels to Investigate complaints against 
South Korean restrictions on imports of 
dairy products and against Argentina’s 
curbs on footwear imports. The US is 
asking for a second pend inquiry on 
Australian subsidies to car leather 
manufacturers. 

Aspects of rr 

The Impact of the Information technology 
revolution on the lives of ordinary people 
is the subject of a two-day conference in 
Geneva organised by the United Nations 
Research Institute for Social 
Development Among the aspects under 
discussion will be the impact of rr on 
social development and inequafity in 
developing countries, and the role of IT in 
promoting or abusing democracy and 
human rights. 

Apec trade talks 

Trade mfaiistera of the Asia-Pacific 
Economic Co-operation (Apec) forum 
meet In Kuching, Malaysia, for two days 
of talks. 


Salzburg summit 

Central bankers and government 
ministers meet in Saizbug for the Central 
and Eastern European Economic Summit 
until June 24. 


Golden days 

The Financial Times World Gold 
Conference opens In Barcelona Over 
two days, representatives from gold 
mining companies, central banks and 
investment banks and analysts wfll 
present papers on gold and the euro, the 
Asian market, the effect of lower prices, 

derivatives and fund activity. 

SPD conference 

Germany's opposition Social Democratic 
Party (SPD) holds a conference on 
“Strengthening Europe - In the global 
markets and in world politics” In 
Frankfurt with French finance minister 
Dominique Strauss-Kahn, Commerzbank 
chief executive Martin Kohlhaussen and 

former European Commission president 
Jacques Defers. 

McAleese’s US lour 

Irish president Mary McAleese visits the 
US, accompanied by Irish foreign affairs 

minister David Andrews. She mil meet 
UN secretary-general Kofi Annan in New 
York, address the Carnegie Endowment 
for International Peace In Washington 
and open toe Irish Business Organisation 
of New York trade show. 

Soccer 

World Cup finals. Grotto G, Montpellier 
Colombia v Tunisia. Toulouse: Romania v 
England. 

Cricket 

First Test, Lords: England v South Africa. 

Tennis 

Wimbledon tennis championships start 

FT Surveys 

Venezuelan Finance and Investment; 
Ghana; Gold, Platinum and Precious 
Metals. 

Holidays / 

Colombia. Iran, Croatia. 


TUESDAY 23 


Problems aired 

Environment ministers and officials from 
55 countries meet in Aarhus, Denmark, 
until June 25 to sign three international 
accords - on cross-border air pollution, 
the use of chemicals known as persistent 
organic poNutants, and improved public 
participation In enviro n ment a l 
poficy-makfng. They will see a report by 
the European Environment Agency 
showing that environmental rules and 
agreements have delivered tangible 
improvements In only one out of 12 
problem areas - the threat of industrial 
accidents. 


Oil heads meet 

The Organisation of Petroleum Exporting 
Countries' four-man magisterial 
monitoring committee meets In Vienna. 
Saudi Arabia has called on other oil 
producers to support its recent pact with 



A restored Lockheed C onshd fa U on refuels dtetag a tiu ue ii iuuB i tow of Eoope to mark the 50th amhereay of the Baffin airlift. Soviet 
forces cut off ground routes to West Berfin on Juno 28 1948, and for a year the city was supplied wBh food, foal and mecflcinestiy air. 
More than 22m tonnes of relief goods were flown an nearly 277,000 flfehta by US and Br itish aircraft. The land routes were reopened on 
May 12 1949 and on September 30 1948, the airfflt was offlcnfly ended Associated Press 


Mexico and Venezuela to reduce ^obai 
production by 2 per cent in an attempt to 
shore up sagging prices. 

Men of letters 

Centuries-old documents signed by 
Michelangelo, Raphael, Titian and Bernini 
will be auctioned at a sale in Milan. 
Among the lots are a receipt signed by 
Michelangelo dated December 12, 1517, 



relating to a funeral monument for Pope 
Julius II; a letter written by Titian dated 
November 17, 1545, and one from 
Raphael of December 15. 1515, when he 
was general superintendent of Rome’s 
monuments. 

Korean breakthrough 

The United Nations Command and North 
Korea hold the first meeting of general 
officer-level talks to resolve 
arniistice-ralated issues at the truce 
village of Panmunjom since signing an 
agreement with toe North Korean 
People's Army on June 8. 

Joing the trade dub 

The WTO meets in Geneva to consider 
the membership bid of Kyrgyzstan. The 
central Asian republic, which has a 
population of just 4.5m. is said to be 
close to completing entry negotiations, 
putting it on target to become the first 
former Soviet republic to join the WTO. 
The applications of the Baltic states are 
also well advanced but those of Russia 
and Ukraine are trailing. 

Kremlin crisis talks 

President Boris Yeltsin is due to convene 
a meeting of parliamentarians and 


business leaders in toe KremHn to 
discuss Russia's financial crisis. 

Soccer 

Wort d Cup finals. Group A Saint-EUeme: 
Scotland v Morocco. Marseilles: Brazil v 
Norway. Group B, Saint-Denis: Italy v 
Austria. Nantes: CWle v Cameroon. 

FT Surveys 

Turkey; German Bartkbig and Finance. 

Holidays 

Estonia, Latvia, Luxembourg. 


WEDNESDAY 24 


Nigeria report . 

The WTO publishes a report on the trade 
poGcies and practices of Nigeria, Africa's 
most populous country. The report, 
written before toe death of Genera) Sanl 
Abacha eerier this month, notes that 
political and institutional uncertainties are 
cfiscou raging foreign Investment and 
trade outside toe oil sector. Nigeria, a 
major oQ exporter, is suffering a domestic 
fuel shortage. ' 

Disaster check 

The International Federation of Red 
Cross and Red Crescent Societies 
pubtishes its annual World Disasters 
Report The federation looks this year at 
road accidents, forecast to become the 
third biggest cause of death and 
disability In the next century, as waB as 
the implications of felling global aid by 
governments. The federation fs also 
highly critical of Iraq sanctions, which it 
says may have idled hundreds of 
thousands of Iraqi children. 

Soccer 

World' Cup finals. Group C, Lyons: 

France v Denmark. Bordeaux: S Africa v 
Saudi Arabia. Qoup D. Lens: Spain v 


Bulgaria. Toulouse: Nigeria v Paraguay. 

FT Survey 

World Engineering. 

Holidays 

Canada, Venezuela, Estonia, Latvia, 
Portugal, Span. 


THURSDAY 25 


Clinton in China 

US president BiD Clinton visits China 
where he is expected to djscuss the 
country’s bid to join toe World Trade 
Organisation and its ballooning trade 
surplus with the US; Clinton is scheduled 
to meet his Chinese counterpart Jiang 
Zemin and tour BeQkig, Shanghai and 
Hong Kong (To July 3). 

Ulster assembly 

Sections are held to the new devolved 
108 -sea t assembly which will run 
Northern Ireland's affaire following 
referendums that approved a 
ground-breaking peace deal. 

Award for Lebed 

The German state of Hesse awards 
farmer Russian government security chief 
Alexander Lebed (newly-appointed 
governor of Siberia’s Krasnoyarsk region) 
with the Hesse peace prize for his 
services In solving the Chechnya conflict. 

Soccer 

World Cup finals. Group F, Montpellier 
Germany v Iran. Nantes: USA v 
Yugoslavia. Group E, Saint-Etienno: 
Holland v Mexico. Paris: Belgium v South 
Korea. 

Golf 

Paris: French Open (to June 28). Lemont, 
Illinois: Western Open (to June 28). 


FT Survey 

r & D Scoreboard, 

Holiday 

Slovenia. 


FRIDAY 26 ; 

Board meeting 

Dortmund stages one of tha strongest j 
nmndmaster chess tournaments of the , 
year, running to July 5. It is an Important . 



contest for the UK's Michael Adams. . J 
Now ranked toe best westam-bom player, 
in the world, toe 26-year-old Londoner is . 
expected to be number nine in the next ■ 
International Chess Federation fet His j 
rivals at Dortmund include India’s Vishy ■ . 
Anand and Russia’s Vlad Kramnik and 
Peter Svidler - who are all rated ahead * 
of the Briton. 


Soccer 

World Cup finals. Group G, Saint-Denis: . 
Romania v Tunisia. Lens: Colombia v * 
England. Group H. Bordeaux: Argentina v 
Croatia. Lyons: Japan v Jamaica. 


FT Surveys 

Managing Corporate Risk: Mergers and . 
Acquisitions. 


SATURDAY 27 


Soccer 

World Cup finals. 2nd round. Match 1 . 
Paris: (winner Group A v runner-up 
Group B). Match 2, Marseilles: (winner 
Group B v runner-up Group A). 

Rugby Union 

Auckland: New Zealand v England. 
Pretoria: South Africa v Wales. 

FT Survey 

Guide to Investment Trusts. 


SUNDAY 28 

Tfc 

Soccer 

World Cup finals. Match three. Lens: 
(winner Group C v runner-up Group D). 
Match four, Saint-Denis: (winner Group D 
v runner-up Group C). Intertoto Cup. 1st 
round. 2nd leg ties. 

Holiday 

Ukraine. 

Complied by Roger Beale 
Fax 44 171 873 3196 


ECONOMIC DIARY 


Other economic news 

Monday: Italian GDP is 
forecast to grow at around 2.7 
per cent annually. But a 
repeat of the fourth quarter’s 
0.2 per cent growth would 
push the annual rate up to 2.9 
per cent In the first quarter, 
inflation In June is likely to be 
unchanged at 1.7 pa- cent 
Tuesday: The first quarter 
current account figures for the 
UK will be examined for 
details of a decline in services 
and investment income, 
helping the balance of 
payments slip into the red by 
over Elbn. 

Wednesday: The fragfflty of 
New Zealand's economy fas 
likely to be underlined by Its 
widening current account 
deficit for the March quarter, 
to around 8 pa cent of GOP. 
Lata this week figures for 
GDP may show a contraction 
in toe first quarter. 

Thursday: The UK's trade in 
goods deficit for April and 
May is again fikefy to reflect 
the impact of the strong 
pound and Asia's difficulties. 
The CBI’s industrial trends 
survey is also published. 
Friday: Personal Income and 
expenditure in the US will 
have gained from payroll 
improvements and stay on a 
strong upward trend to almost 
6 pa cent annuaBy. 


Statistics to be released this week 
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One member to take part in 
strike (0 

A padre is translated to 
heaven (8) 

Hazel's hangetson (7) 
Article on foreign currency 
indudes me no longer cur- 
rent (7) 

His Influence may make 
Rose change her name (4) 

Orchestrate popular march 

to entertain the troops (1(9 
Filter the air (S) 

Meet for a session with the 
tailor CO 

Trendy expression of agree- 
ment (5,2) 

Conceited midshipman (6) 
Cacti lend a different look 
to a flat perhaps (10) 
Famous ship built by king 
in the past (4) 

Make dispirited editor 
return to his professional 
field (7) 

A number work out how to 
delegate {7} 

Delightful lake in rustic 
surroundings (8) 

Little girl pinching little 
boy's pencil (6) 
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1 Extra fashionable line in 
trousers (8) 

2 It’s up to Prior to provide a 
fragrant collection of herbs 

(9) 

3 The company Is not out to 
make money (4) 

5 A s wa n song for a Scot? (8) 

8 Relation supported by 
worker engaged in finance 
< 10 ) 

7 French currency Eire's 
adopted (5) 

8 R a nk housing development 
( 8 ) 

9 We object to middle age to 


14 The late shift? (10) 

17 Aunt upset over demon- 
stration, of cour se (9) 

18 Leaving child constitutes 
misconduct (8-2) 

19 Ornately turned out yod- 
eller (8) 

22 Ascent is difficult for die 
poor (4-2) 

23 Crew members held in 
affection (6) 

25 Police chase ends in the 
wood (5) 

27 A clergyman going upstate 
(4) 
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GOLD PLATINUM AND PRECIOUS METALS a 






From jewellery to industrial uses, a hedging 
tool to a form of saving, gold has come to 
represent different things to different people. 
Kenneth Gooding reports 

A rich vein of 
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You would have to search 
turn) to find a better descrip- 
tion of gbld's role than this 
one by Hob Weinberg, a cor- 
porate financier at Deutsche 
Morgan GrenML "Gold fills 
many differentroles simulta- 
neously,” he wrote in a prize 
winning essay. *Tt can be an 
adornment and an industrial 
metal, a means of displaying 
wealth and an anonymous 
form of -savings an insurance 
policy and a gnmhu-ng Q^p. 
it Is an international reserve 
asset yet officially It Is not 
money. In short, it repre- 
sents different thin gs to dif- 
ferent people and they win 
be driven by different 
motives at different tunes.” ' 
This complexity spreads to 
' demand for gold jewellery. 
| jjjfr by far the biggest use far the 
metal. In industrialised 
countries this jewellery is 
mainly bought for adorn- 
ment but in India and some 
other parts or the world, gold 
jewellery is used as a farm of 
saving. Gold rings and neck- 
laces are lavished on new- 
born Indian nhilrh-pn and sm 
Indian bride is weighed 
down with gold jewellery. 
For an Indian woman, pre- 
vented by Hindu law from 
having any proprietary 
rights over her father’s or 
husband's property, personal 
gold ornaments and jewel- 
lery offer financial security. • 

■ Nevertheless, there is no 
doubt about the motives 
t today of the investment 
‘ j .winds and -commercial 
* banks, mostly based in the 
US, who have helped to 
transform the gold market in 
the past few years; they 
want to make profits. 

These institutions have 
• taken advantage of the 


freely floating gold price and 
communications revolution. 
“For many new players In 
the [gold] market, volatility, 
not stability, is the chief 
attraction. To thsm it does 
not matter, whether the price 
goes up or down, as long as 
it moves. The communica- 
tion s network brings every- 
one together, round the 
world, round the clock and 
makes the gold price a move- 
able feast,” explains Tim 
Green, author of The World 
of Cold. 

The funds recently have 
made big profits from selling 
gold short - selling gold 
they do not own in the 
expectation they can buy it 
at a lower price before they 
have to deliver. 

This activity has helped to 
drive gold’s US dollar price 
down to its lowest level for 
25 years in. real terms, when 
inflation is taken into 
account 

Co-conspirators in this are 
the central banks. They have 
provided the necessary mar- 
ket liquidity and their 
actions are responsible for 
the “fear factor" that has 
encouraged the short selling. 

For, if gold was just 
another commodity, the 
price would remain below 
the average cost of produc- 
tion - US$315 a troy ounce 
last year - for many years to 
come. There is an estimated 
130,000 tonnes of gold, nearly 
all that has ever been mined, 
still scattered around the 
world and ready to be sold 
again if the price is right 
About half of this consists of 
fabricated metal, part of 
which is recycled as scrap 
each year. The next largest . 
cache, roughly 3&000 tonnes. 


is in the reserves of central 
banks and other official gov- 
ernment Institutions. 

Ip theory, total "above 
ground" stocks could satisfy 
demand for 30 years; If this 
was any other metal, the 
price would be low enough 
to discourage any mare min- 
ing . 

But, as Mr Weinberg 
points out, gold is not just a 
commodity. Nevertheless, 
recent events have focused 
attention on the fact that 
gold in central banks alone 
Is enough to keep present 
fabrication demand satisfied 
for more than eight years. 

Central banks have 
become net Bellas of gold. 

A new breed of central 
banker is not dazzled by gold 
and sees little point in hav- 
ing an asset that just takes 
up storage space. Some have 
been getting a modest return 
by lending gold to bullion 
banks, earning 1 to 2 per 
cent and adding to market 
liquidity. 

Some have been selling. 
When Argentina announced, 
in December, it had sold its 
entire gold reserves, all 124 
tonnes, a central bank offi- 
cial echoed the views of oth- 
ers that complain gold is an 
unproductive asset The sale 
proceeds had been invested 
in $i.46bn of US Treasury 
bonds, which would yield an 
average interest of 5 par cent 
or $81m a year. 

When Australia, shook the 
market by announcing it had 
sold two thirds of its gold 
res raves it seemed that even 
a leading gold producing 
country (the third largest) 
had lost faith. 

What really worried gold 
enthusiasts, however, was 
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the prospect of big gold sales 
by European central banks 
in the run up to monetary 
union next year. Sales by 
Belgium and the Nether- 
lands helped spread unease 
about this. Ironically, the 
biggest shock - and one that 
triggered the biggest one-day 
fail in the gold price for four 
years - came in October last 
year, not from a European 
Union member but when a 
panel of Swiss experts 
suggested their country 


should sell more than half 
its reserves. It was as If 
someone who had been vehe- 
mently advocating vegetari- 
anism suddenly became a 
McDonald’s hamburger 
enthusiast. Switzerland actu- 
ally has a law forbidding 
central bank gold sales and 
for decades had fervently 
supported the idea that pru- 
dent countries should have a 
reasonable stock of gold. 

Gold producers are also 
contributing to the down- 


ward pressure on gold's 
price by their hedging activi- 
ties. A recent study for the 
World Gold Council, a pro- 
motional organisation 
financed by producers, con- 
cluded that the dramatic 
growth in the use of hedging 
in the past ten years 
undoubtedly played a part in 
gold’s steady dollar price foil 
over that time. 

There ia no confusion 
about the producers’ motives 
for hedging. A year ago a 


successful hedging pro- 
gramme in most cases sim- 
ply increased a producer’s 
profitability. Today the sur- 
vival of many gold mines 
depends on hedging. 

While there are variations, 
the basic arrangement works 
like this. A company bor- 
rows gold from a bullion 
dealer or bank, which bor- 
rows the metal from a cen- 
tral bank. The company pays 
a lease rate of roughly 2 per 
cent for the privilege- T hft 


gold is immediately sold into 
the spot market and the pro- 
ceeds banked to earn inter- 
est rate returns of 6 per cent 
or higher. Gold from produc- 
tion is delivered two, three 
or more years later against 
the contract and returned to 
the bullion bank. 

ThiB system certainly 
brings gold to the market 
much more quickly than if 
producers did no hedging. 
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Production 

jumps 17% 

despite 
Asian woes 
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SILVER • by Kenneth Gooding 


Restless metal attracts 



of Omaha 


World’s top 
investor makes it 
clear he is not 
trying to squeeze 
the market 

Warren Buffett, 

affectionately dubbed "the 
Sage or Omaha", is probably 

the world’s most respected 
investor, known as a seeker 
after long-term value rather 
than short-term profits. So 
his sudden sortie into the sil- 
ver market took everybody 
by surprise. 

Silver is often called "the 
restless metal", because its 
price can be very volatile 
For this reason speculators 
find the silver market an 
attractive playground 
because it is more easy for 
than to make profits when 
prices are volatile. Mr Buf- 
fett does not fit neatly into 
this picture. 

So first reactions were 
hardly laudatory after he 
revealed in February that 
his Berkshire Hathaway 
investment group had 
assembled a hoard of 130m 
troy ounces of silver - or 
4.000 tonnes and roughly 16 
per cent of annual world 
supply. Bullion dealers were 
less than awestruck, partly 
because the reason Mr Buf- 
fett gave for buying silver 
was depressingly familiar 
and a tale trotted out by sil- 
ver “bulls" for the past four 
years. 

Berkshire's announcement 
said: “In recent years widely 
published reports have 
shown that bullion invento- 
ries (stocks) have fallen very 
materially because of an 
excess of user demand over 
mine production and recla- 
mation. Therefore, last sum- 
mer Mr Buffett and Mr 
[Charlie) Manger, vice chair- 
man. concluded that equilib- 
rium between supply and 
demand was only likely to be 
established by a somewhat 
higher price." These “widely 
published" reports stem 
from the annual silver mar- 
ket review from the highly 
respected Gold Fields Min- 
eral Services consultancy for 
the Washington-basedJSilver 
Institute. 

The latest review.- pub- 
lished last month, ham- 
mered home this point 
again. Between 1990 and 1997 
cumulative silver fabrication 



Miner Walt Lambot inside the Lucky Friday silver mine near Mullan, Idaho 


demand exceeded mine pro- 
duction by 2,226m ounces, it 
pointed out. The gap bad 
been filled by recycled silver 
scrap, mainly from the pho- 
tographic film industry, and 
1.084m ounces from stocks. 

The silver market is diffi- 
cult to analyse because the 
metal has a split personality, 
it is part precious metal, 
part industrial materiaL So 
the fundamentals of supply 
and demand do not always 
have the impact on prices 
that would apply for metals 
such as copper and alumin- 
ium that are produced to be 
used, not hoarded. 

Indian farmers stock up 
with silver bangles when 
they have the money from a 
good harvest On the other 
band, in industrial countries 
silver Is an essential mate- 


rial for, among other things, 
some computer keyboard 
components and electrical 
contacts, as well as for X-ray 
film. 

Most industrial demand 
for silver is not significantly 
affected by variations in the 
price. The metal has a num- 
ber of unique properties, 
including strength, mallea- 
bility and ductility, electrical 
and thermal conductivity, 
sensitivity to and high 
reflectance of light and the 
ability lo endure extreme 
temperature ranges. All 
these restrict its substitution 
in most applications. 

Roughly one-third of 
demand for silver comes 
from photographic film and 
paper manufacturers, one- 
third from producers of jew- 
ellery and silverware, and 


the rest from a broad range 
of industrial applications, 
including electrical, electron- 
ics, batteries, solders, cata- 
lysis. mirrors, water purifi- 
cation and bearings. 

Much of the jewellery and 
silverware produced is used 
for investment purposes, 
mainly in India. Heavy- 
weight silver jewellery is the 
favourite form of saving by 
farmers in India’s northern 
tribal belt They buy when 
monsoons give good har- 
vests and sell in lean years. 
Several good harvests in a 
row have helped to boost 
India's annual silver off-take 
to about 4JW0 tonnes. 

However, this part of the 
silver market is very price- 
sensitive. Dealers suggested 
Indian silver buying dried up 
as soon as the price went 


above US$5 an ounce after 
Mr Buffet revealed his hand 
and other speculators rushed 
in to send silver to a 10-year 
high of $7.81 an ounce. 

Just how much Indian 
demand was damped, comes 
through strongly in the 
GFMS review. It shows that 
when the price of silver was 
languishing in the first hpif 
of last year - hitting a four- 
year low of $4.22 a troy 
ounce in mid July - India’s 
bullion Imports were “phe- 
nomenal”. As the silver price 
increased - it was still $637 
in late December - imports 


quarter and partly because 
the price of gold, also 
favoured in India for 
savings, was falling. Never- 
. theless. “the main influence 
on Indian im p o rt s last year 
was the price of silver in the 
international market”. 

Berkshire’s move brings 
back memories of the 
attempt by Bunker Hunt an 
American oil billionaire, to 
earner the silver market an 
effort that drove the price up 
from $7 in August 1979 to $50 
an ounce by January 1980. It 
ended disastrously for Mr 
Hunt who went bankrupt 

Mr Buffett however, made 
it dear he was not attempt- 
ing to squeeze the market 
He said that, If any seller 
had trouble making delivery 
on time, Berkshire would be 
"willing to defer delivery for 
a reasonable period on pay- 
ment of a modest Fee”. 

Be rkshir e arranged for the 
silver to be delivered to Lon- 
don, the market where most 
silver leasing deals are done 
and where It could earn a 
modest interest The London 
Bullion Market Association 
(LBMA) helped to calm mat- 
ters by tnrtmrfing for several 
weeks the time allowed far 
the physical delivery at sil- 
ver from five to 15 days. 

At an T.BMA mminar last 
month, Gordon Gemmill, 
professor of finance at City 
University Business School 
in London, in a lecture about 
"congestion, corners and 
squeezes in metals markets”, 
said Mr Buffett did not. seem 
to set out to manipulate the 
silver "market 

Mr Gemmill said it would 
be surprising if Mr Buffett 
held on to the silver for 
more than a few months. 
“He only holds shares for 
the long term.” Also, it was 
unlikely that Mr Buffett ulti- 
mately would make a profit 
from his silver sortie. It 
would be difficult tar Berk- 
shire Hathaway to make its 
exit without other specula- 
tors catching on to what was 
happening. 

Nevertheless, that would 
not cause Mr Buffett any 
loss of sleep. Berkshire’s 
estimated net worth at the 


fell to. virtually nothing. end of 1996 was US$23,4bn. It 

Stuart Murray. GFMS is beheved to have paid no 


managing director, says the 
Indian silver "buyers’ strike” 
was partly a reaction to the 
unprecedented level of 
imports in the record second 


more than $5 an ounce for 
Its silver and, at cost the 
metal represented less than 
2 per cent of the value of 
Berkshire's portfolio. 


Tapping a rich vein of price volatility 


CONTINUED FROM PAGE 1 

The Gold Fields Mineral 
Ser rices consultancy says 
that supply from central 
bank sales, plus producer 
hedging and selling by 
speculating investment 
funds, more that doubled 
last year to 1.179 tonnes. 
This helped take total gold 
supply to a record 4,254 
tonnes. 


Meanwhile, demand in 
east Asia was hit by the eco- 
nomic crisis in the second 
half or 1997, and the price 
had to fall very steeply in 
order to stimulate sufficient 
physical off-take, primarily 
in other parts of Asia, to bal- 
ance the market 
The low price encouraged 
Jewellery makers to use 
record amounts of gold, 3228 
tonnes against 2237 in 1996 
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and well above the 2,464 
tonnes - a record - that was 
newly mined last year. 

The impact of the Asian 
crisis is for from over. Patri- 
otic South Koreans played 
havoc with the market in 
the first quarter by giving 
228 tonnes of the metal to 
their government to sell to 
help pay off some or the 
country's debts. About 35m 
Koreans responded to the 
Save the Nation gold collec- 
tion schemes. One quarter of 
households supplied gold - 
an average of 65 grams each, 
or just over 2 ounces - 
mostly in high-quality jewel- 
lery. 


Indonesians also added to 
the gold market's woes by 
selling- a net 64 tonnes, some 
times to buy necessities after 
the value of their domestic 
currency collapsed. 

George Milling-Stanley. 
manager of gold market 
analysis for the Gold Coun- 
cil, points out: "Gold gave a 
powerful demonstration of 
its traditional role as a store 
of value and an asset of last 
resort and that lesson has 
not been lost on the people 
in the countries concerned.” 
In other words, they have a 
motive for buying gold again 
when economic conditions 
improve. 
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China and Hong 
Kong were the 
exceptions to 
market gloom in 
Far East 

Last year was a boom time 
for globed gold fabrication 
(which, is dominated by jew- 
ellery); it soared by 17 per 
cent to 3J390 tonnes, despite 
the severe slump in parts of 
the Far East, traditionally 
one of the biggest consumers 
of gold and other jewellery. 

According to the authori- 
tative report Gold 1998, pub- 
lished by Gold Fields Min- 
eral Services, GFMS: "East 
Asia, with the notable excep- 
tion of China and Hong 
Kong; was the only region to 
record a decline year -on- 
year. Every other region 
recorded double digit 
growth, or close to it in 
1997.” 

Global fabrication demand 
for silver did not match that 
sort of growth, with an 
increase of just 6.1 per cent 
to 28355 tonnes, according to 
the Silver Institute’s World 
Silver Survey for 1998. 1996 
had been a terrific year for 
silver Jewellery and silver- 
ware demand, which grew 
by 15.6 per cent in all geo- 
graphical markets: 1997 was 
a less impressive perfor- 
mance, but nonetheless the 
5.3 per cent growth, to a 
total of 8, 726 tonnes globally, 
was-regarded by- the indus- 
try as healthy. 

Pla tinum , too, enjoyed 
strong growth in jewellery 
sales in 1997. According to 
Johnson Mattbey's report 
Platinum 1998, the overall 
share of the jewellery mar- 
ket for platinum rose by 5 
per cent, to 30 per cent, in 
Japan, where the precious 
metal finds the greatest pop- 
ularity as a fashion acces- 
sory. This was despite a 
small slump in sales of plati- 
num jewellery items, down 
by 4 per cent against 1996. 
Worldwide demand for plati- 
num grew by 170,000 ounces 
to 2.16m ounces last year. 

The biggest demand for 
gold jewellery traditionally 
comes in the Indian subcon- 
tinent and the Middle East, 
where such items as brace- 
lets, rings, bangles and neck- 
laces are regarded not 
merely as adornments but 
also status symbols and a 
useful, portable means of 
investment. Last year the 
growth rates in demand for 
guild for jewellery fabrication 
raced ahead in the Indian 
sub-contment by 41 per cent, 
while in the Middle East it 
was scarcely less rapid, at 31 
per cent. Indian consump- 
tion only just failed to break 
through 600 tonnes. In 
Egypt, demand grew by an 
astonishing 77 per cent. 
China is threatening to 
become a huge market for 
gold jewellery production. In 
1997, It consumed 231 tonnes, 
and demand grew by 25 per 
cent But the currency crises 
to the Far East took their 
toll; Thailand for example 
was no longer in the top 20 
league of national jewellery 
consumers. 

Italy, the historically 
important fabrication centre 
in Europe, saw demand for 
gold for Jewellery grow by a 
more sedate 14 per cent 
reaching 500 tonnes for the 
first time. Elsewhere, the 
pace was slower; in Latin 
America, gold jewellery fab- 
rication grew by more than 
10 per cent, while to the US 
it was 4J3 per cent. 

Europe remained the 
world's largest JeweDery pro- 
ducer in 1997, and collec- 
tively European Union pro- 
ducers used 680 tonnes; the 
EG is the second-biggest con- 
sumer of gold jewellery, 
after India. 

Fifth in the league table 
for the world's biggest con. 
snmers of gold jewellery ts 
Saudi Arabia, with &07 
tonnes estimated for 1997 
GFMS hints at possible prot 
Jems for this particular mar- 
ket later to 1998, related to 
the historically low price for 
crude ofl. 

TCw relative slump to the 
Price tf gold has. of course 
been behind much of the 
mtensive- buying to the 
world s biggest gold consum- 
ers. but paradoxically 
enough the Saadi and oth2 
Middle East markets 
find themselves ’ under preZ 
sure if the oil price reumimj 
at $5 a barrel less than the 

P rice Obtained to 

1997, this has been the case 

n v W „ (apart &om one 
Jort-Uved blip at the end * 
March) since the start of 

1998. The 26 per cent growth 



Refiner examines piles of gold 
jeweBery cofiected by South 
Korea in a move to repay some 
of its debts 

in Saudi Arabia's jewellery 
fabrication to 1997, largely 
accounted for by strong 
demand in the domestic mar , 
ket, may not be so easily 
achieved to 1998. 

India, however, is looking , 
remarkably vigorous; to the ^ 
four years since 1993. its gold 
fabrication has more than 
doubled. But this is an 
extremely price-sensitive 
market. Be hin d last year’s 
strong demand growth, 
according to GFMS. were the 
same factors as other years: 
“another good monsoon (the 
tenth in a row); government 
policies aimed at promoting 
economic growth . . and 
finally, and most impor- 
tantly, a continued fall in 
the real price of gold.” How- 
ever, the steady price 
increase to silver in the sec- 
ond half of 1997 hit Indian 
demand for silver jewellery. 
“Its demand for silver 
appeared insatiable for the 
first three quarters but then 
collapsed spectacularly in 
the final months of the 
year," says the Silver Insti- 
tute. Price is all. 

■As in gold, so too in plati- 
num is China becoming a 
dnving force to the global 
precious metal jewellery 
markets. Johnson Matthey 
estimates that China's 
demand for platinum almost 
doubled to 1997, to 360.000 
ounces, making it the fast- 
est-growing market for plati- 
num jewellery. The key. it 
seems, is the whim or fash- 
fon: “Many younger women 
?s**ciate heavy yellow gold 
jewellery with their parents' 
generation, and prefer sim- 

whinH 51 ? 111111111 i ew ellery. 

which is seen as modern 

““99- ^ e,eEan * : 
__r: B 189 *• consumer 

SST 5 01 platiDUni 

«^ed by retail promotions 
for the first time, televi- 
sion advertising." 

But although advertising 
campaigns can assist jewel- 
sales of all these pre- 
tend tT 13 * 8, mosl 
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Just like 1890 , dire straits shatter the status quo 
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Drastic solutions 
must be found if 
tiie industry is to 
return to 
prosperity 

South Africa's gold mining 
industry, the world's biggest, 
is undergoing an upheaval 
not seen since gold was first 
discovered on the Witwaters- 
rand 112 years ago. 

Etavid Giese, gold analyst 
at Merrill Lynch in Johan- 
nesburg, recently likened 
the present crisis, caused by 
the low gold price, to the 
dire straits for gold shares in 
1890, when mining compa- 
nies - found themselves 
unable to process the Witwa- 
tersrand’s underground ore 
at a reasonable cost 

The mining companies 
were saved then by the dis- 
covery of a technique using 
cyanide to recover the metal. 
This time, says Mr Giese, the 
industry will need an 
. equally dramatic revolution 
if it is to return to prosperity 
after the loss of investor con- 
fidence in gold mining "It'S 

got to do something to save 
itself," he says. 

The gold mining groups 
are certainly trying For 
decades the industry was 
notorious for high levels of 
manning, a master-servant 
relationship between manag- 
ers and uneducated miners 
who migrated from all over 
southern Africa, and a poor 
safety record. Now, spurred 
by the need to cut costs, the 
big companies are tackling 
all of these issues. 

They have dosed unprofit- 
able mines and marginal 
shafts or sold them to 
smaller operations with an 
appetite for risk; they have 
improved safety procedures 
and invested in training; and 
they have Laid off thousands 
of miners. Employment in 
the gold mines has fallen 
from a peak of more than 

530.000 in 1986 to less than 

300.000 today. 

In the past year, the gold 
mining companies have also 
been part of an unprece- 
dented corporate restructur- 
ing. Until the 1994 election 
that finally brought an end 
to the apartheid era. South 
African conglomerates had 
limited access to interna- 
tional markets and used 



OJd and new: miners start work (tafl) and striking miners in January this year (right). Last time they were in trouble, the mating companies were saved fay new techniques to recover gold. This time, they wBi need an equally dramatic revolution 


their spare cash to buy up a 
hodge-podge of assets in the 
domestic market 
Such ctmglc&neraies have 
fallen out of .favour with 
international investors, and 
South African companies - 
including gold mining 


erate is also simplifying Hs 
structure. 

This leaves the South Afri- 
can gold mining industry 
roughly in two parts. On the 
one side are the big groups 
which want to develop high- 
quality mines and improve 


groups - have tried to turn - their standing with investors 


themselves into "focused" 
organisations concentrating 
cm specific sectors in local 
and international markets. 

The result has been the 
creation of Anglogold, bring- 
ing together the gold mining 
interests, of Anglo American 
Into a single group which is 
the world's largest gold min- 
ing company; and of: Gold 


Cat present North American 
gold mining companies have 
stock market capitalisations 
which are much higher per 
ounce of gold reserves than 
those of their South African 
counterparts). On the other 
side are the marginal mines 
which struggle when the 
gold price is low but offer 
-substantial returns to share 


Fields, which has combined 'speculators if the price rises, 
the geld interests of ^fifflicor^ 0004 You’ve got a stratifica- 
and Gold Fields of r ffouth fy B6n now," says Richard Rob- 
Africa. JCI is creating a sep- inson. Gold Fields chief exec- 
arate unit called JCI Gold, utive. “Anglogold and 
and the Anglovaal conglom- ourselves are going for the 


investor that wants the 
higher quality mines, and 
the others are going for the 
highly-geared situations.” He 
adds: “We want to he part of 
the core investment of gold 
fends and other commodity 
fends." 

Anglogold has similar 
ideas and has so far had 
more success than its main 
rival. This year, ft is seeking 
to avoid the costly process- 
ing of low-grade ore and 
plans to trim gold output by 
17 per cent to about 150 
tonnes. In the first quarter. 
Anglogold 's average cash 
costs fell 7 per cent to $250 
per ounce of gold. 

But. as Bobby Godsell, 
Anglogold chief executive, 
readily admits. It has been 
difficult, to keep every inves- 
tor happy. Anglogold's 
efforts to make itself attrac- 


tive to foreign fend manag- 
ers by agglomerating Anglo 
American's various mines 
into one holding company 
inevitably alienated the sort 
of expert individual investor 
who Is obsessed by the geo- 
logical prospects of a partic- 
ular mine shaft 
“To an extent we hpd to 
make a choice,” says Mr 
Godsell. "It seemed to us 
that investment in the 
future would be more of the 
managed fund nature than 
that of the private individ- 
ual. Having said this, we've 
done our very level best to 
keep those individual inves- 
tors onside. To some extent 
I think the complaint about 
the reduction in counters 
comes most vociferously - 
as one can understand - 
from brokers. There are 
many reasons to run compa- 


nies but to keep brokers 
happy in that sense is not 
one of them." 

One of the most important 
restructuring deals of 1998 
was the announcement in 
May by Gold Fields and 
Anglogold that they had 
reach agreement on the 
future of Driefontein Consol- 
idated, one of the world’s 
richest gold mines. Its share- 
holding structure was so 
complicated and its future 
had been so bitterly con- 
tested that it was, in the 
words of Brian Gilbertson, 
Gold Fields rhahrmnn, “the 
Northern Ireland of the min- 
ing industry". 

The two groups plan to 
buy out minority sharehold- 
ers and establish a joint ven- 
ture with the group’s own 
management, to be 60 per 
cent owned by Gold Fields 


and 40 per cent by Anglo- 
gold. A significant aspect of 
the deal is that it will 
resolve Anglo American’s 
conflict of interest in con- 
trolling Anglogold and 
simultaneously owning S3 
per cent of GFSA, the parent 
of Gold Fields. 

But Mr Godsell says it also 
shows how South African 
gold groups could cooperate 
with each other, not to men- 
tion with foreign companies, 
as they apply their deep- 
level mining skills to new 
markets overseas following 
the end of apartheid. “The 
surface gold boom is coming 
to an end in North America 
and in Australia, so if they 
are going to continue to be 
200- or 300-tonne producers 
they are going to have to 
start producing a lot mare 
from underground sources. 


That’s where we think we 
have a technology niche.” 

Anglogold is seeking to 
buy the international gold 
interests of Minorco (another 
part of the Anglo American 
group), is active across 
Africa, and recently decided 
to take a 50 per cent stake In 
the African exploration 
interests of Canada's Barrick 
Gold. 

Gold Fields also has exten- 
sive international interests, 
and cites this as another rea- 
son to try to shape the com- 
pany in a way that will 
please foreign investors. 
"The growth really is going 
to come on the International 
side,” says Mr Robinson. 
There's a nedd to increase 
the interest in the company 
from offshore investors so 
that you have access to capi- 
tal and capital markets." 
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ARRANGER OF DEBT IN EMERGING MARKETS 
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LONDON AND ZURICH • by Gary Mead 
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Foundations upon which bullion trading is built 
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Turnover is up as 
big consumers of 
gold sense a 
buying 
opportunity 


The two biggest gold centres 
in the world are London and 
Zurich, with the farmer tak- 
ing the lion's share of the 
business of bullion trading. 
There are 12 marketmakers 
operating in the London bul- 
lion market, which prides 
itself on offering clients 
highly customised services. 
“We are the Seville Row of 
the bullion market," says 
Peter Fava, chairman of the 
London Bullion Market 
Association (LBMA) and a 
long-standing bullion trader 
with HSBC Midland. 

The London bullion mar- 
ket came to prominence on 
the back of the Californian 
gold rush of 1848: in the five 


years following, the world's 
gold output more than tre- 
bled, from 2_5m ounces to 9m 
ounces, most of which was 
traded on the London mar- 
ket, where the standards of 
security, market efficiency 
and finanriq] sophistication 
gave dealers and purchasers 
the environment in which 
they felt most comfortable. 

Today, all those factors are 
still in place, with the addi- 
tional security given by the 
Bank of England's regula- 
tion of the market In 1987, 
the LBMA was formed - in 
close consultation with the 
Bank - which then assumed 
formal responsibility for the 
supervision of the UK’s 
wholesale bullion market 

As Peter Fava points out 
London has a unique place 
in bullion trading, not least 
because the LBMA provides 
two daily “Uses" for the 
price of gold, in US dollars 
per troy ounce, in the morn- 


ing and afternoon. These 
’fixes" yield an international 
benchmark, widely quoted 
by news agencies and other 
sources of reliable market 
information, against which 
transactions can be assessed. 
The “fix” might perhaps be 
seen by some as a rather 
arbitrary method of arriving 
at a price for one of the most 
highly-sought commodities, 
but its very presence 
ensures a degree of transpar- 
ency that many other com- 
modity trading activities 
lack: it represents, after all, 
what some of the world's 
most experience and busiest 
marketmakers discover from 
their trading is the buying 
and selling price their cus- 
tomers are prepared to 
accept 

And London is busy. Fava 
and bis colleagues generally 
start at fewn and their day 
normally winds down at 
6pm, with little or no time 


for more than a snatched 
lunch as they wait for 
another major bullion cen- 
tre, New York, to open for 
business. 

Another Important aspect 
of London Is tbe global gold 
deposit market. This pro- 
vides an international 
benchmark for the pricing of 
gold loans, deposits, swaps 
and forward positions. The 
rates - published by Reuters 
- are those at which the 
LBMA's marketmakers will 
lend gold on a swap basis 
against US dollars; the mean 
of the rates is published 
dally at llam and gives a 


and such jns fi t u ti pps - there 
are very few individ uals 
now, since there has devel- 
oped a raft of legislation 
making it difficult for Indi- 
viduals to trade in bullion, 
partly in an attempt to pre- 
vent money-laundering, 
partly to protect individuals 
Grom unwise trading,” says 
Fava. 

Zurich, too, has always 


global marketing group, 
which is responsible for its 
overall marketing strategy, 
the confidentiality of the 
Zurich market is another 
advantage. “Switzerland 
gathers, for statistical rea- 
sons, figures concerning the 
gold business in Zurich but 
it does not see the need to 
publish any of those figures. 
So it is difficult to quantify 


„ wtohiv national lending and borrow- 

prides Itself on beu« bigW> ^ settlcd via London, 

flexible in the faras of 8 “° 7urich‘ can’t compete with 

“ 5 that but it is fte centrej, r 
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been important for the phys- how big tbe gold business is 
ical trading of gold, primar- here. But if you consider 


fly because of its history of that Switzerland has four 
beinga centre whae the free large refineries which 


transfer of money and gold 
has always been possible. 
The absence of any VAT 


basis for a multiplicity of f unlike the UK) on the indi- 

long-term finance and loan vidual ownership and trad- 


agreements.. 

Standard dealing amounts 
for spot gold in London are 
5,000 troy ounces and, for 
forward positions, a mini- 
mum of 32,000 ounces. "Our 
customers are mines. Invest- 
ment funds, private dealers 


tog of h ull i nn also means 
that the Zurich market is 
very attractive for wealthy 
private investors. 

According to Bernhard 
Schnefimann, bead of UBS’s 
sales of precious metals in 
Zurich and a member of its 


together refine some 1,500- 
1,700 tonnes a year, when 
the amount of newly-mined 
amount of gold globally is 
around 2,600 tonnes annu- 
ally, then you can see that 
this is a very important busi- 
ness. Our sources for the 
gold. are the central banks, 

mir^ pg 1 lyirnpanigg , jiwri the 

Internatio na l bullion roar- 


ers. “Because of the experi- 
ence, size and range of the . 
refiners, we are in a position 
to provide an extremely flex- 
ible service to our custom- 
ers, from the traditional l2V.r 
kflogramme bar to wafers of 
just one gramme. All our 
customers, Indian, Chinese, 
Italian and the rest, have dif- 
ferent size requirement, 
though we try to limit the 
amount of 1 2%£g bars we 
deliver, because the amount 
of value-added is much 
smaller there than on 
smaller bare," adds Schnell- 


The Zurich market also 


mann 

But he ^kn owledges that 
London's key advantage 
over Zurich is that it is the 
place for international settle- 
ment, «nd the fact that it 
iy»c the support of the Bank 
of England for that settle- 
ment process. “All the inter- 


ihe physical delivery of gold; 
for instance, when the 
Argentine central bank sold 
all its gold before Christmas 
1997 that gold would haw 
come through Zurich." says 
ScbneUmann. 

As for the future of both 
markets, the recent crumb- 
ling price of gold has not 
depressed either Schnrtl- 
mann or Fava. both of whom 
report that turnover has 
increased remarkably as the 
big consumers of gold - the 
Middle East and the Far East 
- have sensed a buying 
opportunity. Fava puls the 
amount of business he has 
seen since the start of 1997 
as up by some 25 per cent, 
which, given the currency 
crises and economic prob- 
lems of the Far East, is fairly 
remarkable. 
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INDIA • by Sharmila Devi 


Where navy blue is 
pink but gold rules 


Gold features In 
everything from 
birthdays to 
weddings and 
religion 


Diana Vreeland. former 
editor of Vogue, said that 
pink is the navy blue of 
India. But she could well 
have substituted gold as the 
defining sheen of the 
nation's consciousness. 

It is one of the largest mar- 
kets for gold and silver, with 
the dowry and caste system 
making the metals a vital 
part of most life rituals, from 
birthdays to weddings and 
religion 

India has enjoyed good 
monsoons and crops in the 
past decade, giving a boost 
to consumption, particularly 
in rural areas where tradi- 
tional mistrust of the state 
makes boarding of gold and 
silver preferable to savings 
banks, where they exist. 

Above all. gold is a social 
symboL "When I wear my 
gold. Fm telling the world 
that I have worked hard, I 
have security. My children 
will also be able to say this" 
says one Asian woman. 

Gold also plays an impor- 
tant role in Ayurvedic medi- 
cine. with powdered gold 
mixed with herbs used to 
treat ailments ranging from 
cirrhosis of the liver to mel- 
ancholia. and even as an 
aphrodisiac. 

Up to 9.WX1 tonnes of gold 
is hoarded in India, mainly 
in the form or jewellery, 
which is supplied by a net- 
work of some 25.000 dealers 


giving every villager and 
city sophisticate access to 
the metal. . 

The Asian community 
favours 22 carat, or 22 parts 
out of 24 pure gold, because 
of its purity. Last year, 
Indian consumption of jewel- 
lery was the largest in the 
worid at 570 tonnes , up from 
402 tonnes in 1996. In second 
place was the European 
Union, way below at 396 
tonnes, according to Gold 
Fields Mineral Services. 

The consultancy says 
three factors explain last 
year's high demand: the 
good monsoons; government 
policies aimed at promoting 
economic growth, partly 
through trade liberalisation 
and partly via encourage- 
ment of agriculture; and a 
continued fall in the real 
price of gold. 

Last October, the Indian 
government eased Import 
restrictions, giving 11 
selected institutions the free- 
dom for the first time to buy 
unlimited amounts of gold 
for retail sale on the domes- 
tic market. 

This was partly a bid to 
curb smuggling and partly a 
step toward making the 
rupee fully convertible on 
the capital account. It is 
thought that about 120 
tonnes of India's consump- 
tion of gold is smuggled. 

Previously, only nomi- 
nated state-run agencies and 
banks were allowed to 
import gold to sell on to 
exporting Indian jewellery 
makers, and others had to 
obtain special licences. 

Tbe move followed an ear- 
lier easing of the Non-Resi- 


dent Indian scheme, 
whereby the personal import 
allowance on up to two visits 
per year was doubled to 10 
kilogrammes, but which still 
entailed high courier and 
import duty costs. 

This trend toward greater 
liberalisation had pointed to 
a downgrading of Dubai's 
position as the gateway for 
gold into India, as more and 
more gold is Imported 
directly. 

However, the recently- 
elected. BJP-dominated gov- 
ernment has threatened to 
roll back some of the liberal- 
isation put in place over the 
past Saw years. In addition, 
tbe recent budget annmini** - 
ment of higher import tariffs 
and duties to pay for greater 
domestic investment has 
caused some nervousness 
within the industry. 

Gold had also benefited 
from the relatively high 
price of silver last year, 
which caused many tradi- 
tional buyers of silver to 
switch to gold. Gold suffered 
a steady decline in price 
over the past year as ana- 
lysts questioned the metal's 
traditional role as an eco- 
nomic linchpin, and central 
bank’s consider selling their 
reserves. 

“Last year, demand was 
much more affected by the 
trend in prices than by the 
normal seasonal pattern 
related to the weather, the 
harvests, the festivals, the 
school year and the mar- 
riage season.” noted Gold 
Fields Mineral Services. 

More recently, the Aslan 
regional crisis has dented 
confidence with falling 
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Salesperson displays gold jewellery in the Zaveri Bazaar, Bombay. Above aU, the precious metal is a social symbol 
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demand in Japan, Korea 
and, Indonesia. 

The recent nuclear tests 
and subsequent tensions 
between India and Pakistan 
have also contributed to fall- 
ing prices and a depredation 
in tbe value of the Indian 
rupee, making gold pur- 
chases more expensive. 

Analysts note that India 
abounds with stocks of the 
metal. Indian demand rose 
17 per cent to 191 tonnes in 
the first quarter of this year, 
says the World Gold Council, 
an alliance of gold produc- 
ers. 

Can Indian dominance 


over gold consumption last? 
Observers wonder if the 
country win continue to be 
the saviour of gold produc- 
ers who worry about falling 
demand elsewhere. 

“Here we are treating 
India as a one-way bet It's 
blinkered for us to believe 
that things won’t change,” 
says one analyst “Also, oth- 
ers won't say this but the 
caste and dowry system is 
actually pretty nasty and 
really we’re supporting insti- 
tutional bribery." 

He stressed the past 
decade had been unprece- 
dented in terms of the com- 


bination. of positive income 
and price effects. “Even if 
you take a narrow tr adin g 
view, everything that can go 
right has done, so it’s a s eBT 

Such views are considef&l' 
controversial in an industry 
that is dominated by large, 
conservative mining compa- 
nies. Other analysts point 
ont there is little evidence of 
Indians tom tog in droves to 
more sophisticated financial 
instruments as their dispos- 
able incomes rise. 

“There is very strong cul- 
tural link between Indians 
and gold. Even Indians in 
countries such as the UK 


and the US are very high 
consumers of tbe metal com- 
pand to their Anglo-Saxon 
counterparts," says Kama! 
Naqvj of Macquarie Bank. 

“You may see urban 
Indians turning to other 
forms of investment vehicles 
hut it's hard to see such pen- 
etration going further into 
rural areas where literacy 
rates are still low and pov- 
erty is a significant prob- 
lem," he says. 

Most observers are cau- 
tious about this year’s pros- 
pects for gold prices, which 
have been hovering near 
record lows around the $290 


per troy ounce mark. They 
are also cautious about 
future Indian demand levels. 

“The recent import duty 
Increase is neither here nor 
there but the rupee is likely 
to depreciate further. Any 
future rallies and increases 
[In gold prices] is likely to he 
capped by a lack of demand 
and investment selling else- 
where in Asia," says Ted 
Arnold, a metals specialist at 
Merrill Lynch. 

“India is likely to remain 
the largest consumer for 
some time but I believe the 
glory days are behind us.” 
he says. 
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GOLD PLATINUM AND PRECIOUS METALS 5 1 

PLATINUM • by Kenneth Gooding - 



the ‘spoilt brat’ effect 


Prices jump as 
young Chinese 
lust after 
platinum " 
jeweDery 

China's "spoilt brat- 
generation, products of the 
government's iusisteace that 
each family has only one* 
child. Is provin g a boon to 
platinum, producers. Also, 
the long term outlook for the 
metal Is luxproving immea- 
surably because of Russian, 
bureaucracy and political 
Upheavals. 

Let's first deal with China. , 
Sales of platinum jewellery 
there nearly doubled last 
year as the metal became 
fashionable among young, 
wealthy, urban Chinese 

These children are doted 
on by their parents and 
grandparents. They have 
plenty of spending power, 
says Alison Cowley, author 
of the market surveys pro- 
duced by Johnson Matthey, 
the biggest platinum market- 
■ lug group. 

These young consumers 
regard platinum jeweDery as 
elegant and sophisticated in 
comparison with the simple. 
■p heavy gold items bought by 
” their parents’ generation. 
Manufacturers have encour- 
aged the trend because, 
unlfkfi gold, platinum supply 
is not controlled by China’s 

Pbfinunc supply and demand 
Thousand anas 


central bank, and r-an be 
imported freely. This bag 
enabled jewellers to expand 
quickly into platinum jewel- 
lery production. 

Platinum jewellery Is 
becoming. more fashionable' 
in the US. Production there 
jumped 7b per cent last year. 
The recent introduction of 
platinum jewellery by huge 
retail ohatng and television 
shopping networks indicates 
it is now regarded as a main- 
stream jeweDery metal in 
America, says Ms Cowley. 

These trends helped global 
sales of platinum jewellery, 
the biggest cn nsmu^ of the 
metal, advance by 9 per cent 
last year to 2.16m troy 
. ounces, in spite of a fall in 
Japan, the biggest market - ' 
and the Asian economic cri- 
sis. . 

Total demand was up *L8 
per cent to s^m ounces r 
the first time it bad been 
above . 5m.- ounces - while 
supply was stable at 457m 
ounces, leaving a shortfall of 
230500 ounces, according to 
Johnson Matthey. In con- 
trast to the overall picture, 

■ demand from the motor 
industry is pro v i n g to be dis- 
appointing. . 

At the beginning of the 
1990s, platinum producers 
expected the use of their 
metal in anti-pollution car 
catalysts to drive ahead and 
overtake that for jeweDery. 

However, demand by the 


motor industry fell last year, 
by 40,000 ounces, or 2 per 
.cent, toL84m ounces. Ibis is 
because ptatfonm Is increas- 
ingly bong replaced by pal* 
ip car catalysts. 

Russian bureaucracy and 
politics are likely eventually 
to put an end to that trend. 
According to Johnson Matt* 
hey, demand for palladium 
Tor such as mobile phones, 
lap-top computers and 
vehicle catalysts; win leave 
the world severely short of 
the metal early next century. 

An indication of the poten- 
tial impact came in May 
when palladium’s price 
moved, above that of Its sis- 
ter metal platinum for the 
first -time because Russia, 
the biggest palladium pro- 
ducer, foiled to issue export 
licences. 

Political and bureaucratic 
wrangling prevented any 

jVhr K v ym y OT pnTlwrifnm VicHng 

exported for the first five 
rarmthfi of this year. It wmg 
the market is seeing a re-run 
of its 1997 experience when 
Russia failed to export any 

p?affrtmn or paTtadlnm for 

the first six months. 

Graham TTteombe, manag- 
ing director of Johnson Matt- 
bey’s precious metals divi- 
sion, wares that, the medium 
term difficulties of palla- 
dium supply will "make the 
events of the past 18 months 
look relatively serene". He 
points out there is a big gap 
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between palladium supply 
and demand, that has built 
up in the past five yeans nn d 
been filled only because Rus- 
sia was able to sell from its 

stocks. - 

Russia contributed. 4.5m 
ounces to palladium supplies 
in 1997, or about two thirds, 
compered with its estimated 
production of 2m ounces. 
Since 2991 Russia has taken 
about 10m ounces from its 
palladium s tock*, according 
to Johnson Matthey's esti- 
mates. These stocks are 
likely to run out by 2002, 
while Russia is unable to 
increase output. 

' Jeremy Coombes, JM's 
general manager, marketing, 
says: "Russia should tell the 
world what stocks it has, so 
consumers know how much 
time they have left" The 
automotive industry could 
substitute pintinwm for pal- 
ladium in some catalysts, 
while the electronics indus- 
try could use nickel as an 
alternative, he points out, 
but a big technical effort will 
be needed to do this. 

Mr Tit com be implores 
vehicle makers to increase 
efforts to switch to platinum. 
"It not just that the price of 
palladium could go sky hi g h, 
but there simply won’t be 
enough paRadlimi 

“As an industry we must 
work toward a better bal- 
anced market, which mean* 
producers must strive to 
make sufficient metal avail- 
able. fabricators must inten- 
sify their research into ways 
of using platinum group 
metals which are more in 
tune with available supplies, 
and we must all work with 
our customers - particularly 
those in the auto industries 
- toward developing new 
technologies which will 
achieve thpsa aims." 

Mr TTtcombe says their 
should be a switch back 
from palladium to platinum 
for car and other automotive 
catalysts because long term 
platinum supplies can be 
guaranteed. 

South Africa, which 
accounts for 75 per cart of 
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platinum output, still has 
vast reserves of platinum 
that could be brought into 
production, he points out. 
Nevertheless, the South Afri- 
can industry would need to 
be assured of long term 


demand for the metal and it 
would probably take a long 
term price of $420 to $430 an 
ounce to encourage new 
platinum mines into produc- 
tion. That is at least 16 per 
cent above recent spot 


prices. In the meantime, 
platinum demand is continu- 
ing to rise, in spite of the 
setbacks to total global 
growth caused by the Asian 
economic turmoil. 

Johnson Matthey is fore- 


casting an increase of 2 per 
cent to 3 per cent this year. 
It warns, however, prices 
will be volatile and range 
between $370 and $450 an 
ounce for the rest of this 
year. 


THE REFINERS • by Sharmila Devi 


From rough to ready, a reflection of tighter prices 
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1 Analysts are 

unanimous in 
• ■ stressing growing 
pressure on 
margins 

Gold in its raw state would 
<S|b hardly suitable to grace 
our bodies as fine jewellery 
let alone be used as a con- 
duit in technology. 

Refiners provide the link 
between the material that is 
dug from the ground and its 
transformation into jewel- 
lery, bunion and technologi- 
cal applications. They also 
recycle gold from scrap, bars 
that are no longer hoarded 
and low-purity or non-ac- 
credited bars. 

While the gold producing 
sector has been character- 
ised by merger and acquisi- 
tion activity as a method of 
expansion recently, the eso- 
teric world of gold refining 
fJcontiniies to be dominated 
- hy a relatively small number 
of companies. 

The London Bullion Mar- 
ket Association (LB MA) o nly 
accepts gold bars from 56 
r efin ers around the world 


and sflver bars from 57 refin- 
ers worldwide - a reflection 
of the costs involved in 
maintaining c ons i s te nt tech- 
nical standards. 

The LBMA requires, 
among other specifications, 
that 400-ounce gold bars 
must be no less than 995 
parts gold in 1,000 parts, 
must be smooth' and free 
from surface cavities. 

"The challenge is to 
refine gold foster at less 
cost," says John Fairley, 
general manager of gold and 
silver operations at Johnson 
Matthey, the biggest gold 
refiner in the worH. 

Analysts were unanimous 
in stressing thra-e is growing 
pressure on ever decreasing 
margins. The recent decline 
in gold prices, to below $290 
per troy ounce, at the begin- 
ning of June from an aver- 
age 2997 price of $831, will 
not have helped. 

"The refining industry- is 
dependent on metal prices. -If 
metal prices are .high, then 
there is mare refining of sec- 
ondary scrap sources, there 
is hi gher put-through of met- 
als and. therefore, more com- 
missions," says one analyst. 




with gold demand 
ovgKyhelmlngly accounted 
for by jeweDery, refiners can 
depend an same fairly con- 
stant business, while plati- 
num and palladium refiners 
will have been boosted by 
recent high prices. 

“We’re not particularly 
worried about price. Gold 
finds its own level and there 
is sufficient productivity 
growth at primary and sec- 
ondary sources at these 
price levels," says Johnson 
Matthey's Mr Fairley. 

He is bullish on demand, 
mainly in the jeweDery and 
investment sector in the 
MfrfoDp East, T pril» and the 
Far East “As those econo- 
mies grow, so baa disposable 
wealth and they’re spending 
ft on their beloved gold,” he 
says. But he concedes the 
pace - of growth could 
slacken. Tensions between 
. India and Pakistan <md the 
Asia crisis all point to this. 

Beyond price, refiners are 
also under pressure on the 
technological and environ- 
mental fronts. The electron- 
ics industry, while account- 
ing for a fairly small 
percentage of overall 



Remix: refiner arranges recycled gold Ingots in South Korea 


demand, has less tolerance 
for impurities. During the 
1970s. most gold was refined 
to .9995 levels but technolog- 
ical improvements has 
meant that gold is now 
refined to 9999 and above. 

"Currently, .99995 material 
carries a hefty price pre- 
mium but it should only be a 
matter of time before refin- 
ers start routinely turning 


out material in these higher 
purities for decreasing pre- 
miums to try to maximise 
their Income from 
operations," wrote Robert 
Arc and of Fleet National 
Bank in the industry periodi- 
cal. The Alchemist 
In order to try and stay 
abreast of technological 
developments, Johnson 
Matthey, for example. 


announced last year two 
new projects totalling $20m. 
One was a facility in the US 
to supply thermal manage- 
ment products to the semi- 
conductor industry, and the 
other in Taiwan to supply 
ultra high-purity metals. 

But the electronics busi- 
ness can prove risky. For 
example Degussa, the Ger- 
man metals and chemicals 
group, last year raised the 
prospect of splitting off its 
precious metals division into 
a separate company, saying 
the performance of the met- 
als division was unsatisfac- 
tory because of a downturn 
in the electronics area. This 
has been ruled out for the 
time being but analysts are 
watching carefully. 

Many refiners invested 
heavily during the 1980s, 
leading to a huge increase In 
capacity. The result was that 
many of the smaller, stand-* 
alone operators in particular 
had to cut back or get out of 
the business altogether. 

“It is still a very tight 
business with high fixed 
costs and is very sensitive to 
volume," says Tony War- 
wick-Ching of Flemings 


Global Mining Group. "For 
example, some copper refin- 
ers developed plants for pro- 
cessing gold but a lot of 
these plants have now 
dosed." 

Like all other sectors of 
industry, refiners have had 
to get to grips with environ- 
mental protection demands. 

“The processes involved in 
refining are very extreme, 
involving chlorine gas and 
high strength acids. We have 
to take care of our employ- 
ees and ensure there is 
proper drainage that com- 
plies with environmental 
standards." says Mr Fairley. 
"But it’s a double-edged 
conundrum. We don’t want 
to lose any gold so comply- 
ing with the standards can 
work to our advantage." 

Many refiners, particularly 
in the US. are also comply- 
ing voluntarily with Interna- 
tional Organisation for Stan- 
dardisation regulations. 

On the question of consoli- 
dation. observers are mixed 
on whether it is needed. 
However, most refiners are 
not listed and their activities 
are often shrouded in 
secrecy. The refined gold 


output of many refiners is 
considered confidential. 

"I don’t think there is an 
overwhelming need for con- 
solidation. A lot of these 
operations are like small lab- 
oratories. Unlike in base 
metals, gold refining takes 
only a small share of the 
overall industry," says one. 

But another is more cau- 
tious. saying the smaller 
companies iu South Africa, 
Turkey and Saudi Arabia 
will find it increasingly diffi- 
cult to compete with their 
Swiss. US and British coun- 
terparts. “Consolidation is 
inevitable. Profitability is a 
problem for many but it 
could still be some time 
before we see moves in that 
direction," he says. 

Analysts gave a luke- 
warm assessment of the first 
attempt by a gold producer 
to sell Its own branded bars 
worldwide. Harmony, the 
South African mining group, 
linked with LG Group of 
South Korea, says it can add 
a premium of up to $1.50 a 
troy ounce for its branded 
gold. It is not thought likely 
that many other producers 
will follow this move. 
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PALLADIUM • by Gary Mead 


Catalytic converters: will they exhaust supplies 


Strong demand 
from automobile 
and electronics 
Industries is not 
being met 


At the start of 1997 the price 
of the precious metal palla- 
dium was $120 per troy 
ounce. By the third week of 
May this year the price had 
reached $417 a troy ounce, 
outstripping platinum for 
the first time. While the 
price has moved up and 
down in the Intervening 
months, it has been a 
good 12 months for any 
speculator who decided early 
in 1997 to go long in palla- 
dium. 

The recent surge in palla- 
dium prices Is a perfect 
example of the way in which 
a commodity’s supply and 
demand balance can be buf- 
feted by Byzantine political 
events. 

Almost 70 per cent of the 
world's palladium supply 
comes from Russia; yet for 
the first half of 1997 that 
country exported not a sin- 
gle troy ounce. 

In the second half of 1997 
Russian exports were 
resumed, but not in the 
quantities palladium users 
sought. So far this year the 
same pattern - paralysed 
Russian exports and clim- 
bing prices and lease rates - 
has been seen. 

In 1997, Russia contributed 
about 4£m ounces to palla- 
dium supplies, while 
producing some 2m ounces. 
The mriwwi mm a from stocks 
built op over years. 

These have been depleted 


by about 10m ounces since 
1994, according to Johnson 
Matthey, the metals market- 
ing group. Russia’s stocks 
are expected to run out by 
2002, and Russia is unable to 
increase production. 

The other major supplier. 
South Africa, produces palla- 
dium as a by-product of plat- 
inum. It could conceivably 
step-up production but 
only at the risk of flooding 
the world's platinum mar- 
ket, which it already domi- 
nates. 

And demand is racing 
ahead. According to Johnson 
Matthey's recently-released 
report. Platinum 1998, 

dw nand for paHj niinm rose 
by 21 per cent in 1997, to a 
record level of 7.46m troy 
ounces, an increase of L31m 
ounces. Since 1990 the use of 
palladium has mors than 
doubled. 

This accelerating demand 
has been largely driven by 
growth in the use of cata- 
lytic converters to reduce 
pollution from internal com- 
bustion gn gintta 

Palladium sales to the 
automotive industry 
accounted for 3m ounces In 
1997, an increase of more 
than 700,000 ounces over 
1996. 

With the growing global 
ambition to cut hydrocarbon 
emissions from motor 
vehicles, the legislative stim- 
ulus for increased demand 
for palladium is set to con- 
tinue. 

In the United States and 
the European Union, 
Impending legislation will 
force lower emissions 
and thus ratchet-up palla- 
dium demand by several 
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Vehicle exhaust rises around cars in Sioux Ms, South Dakota. Demand for paRmtitmi has been dr i v en by the increased use of catalytic converters to reduce pollution 





notches. 

The other big user is the 
electronics industry; the 
expanded use of mobile tele- 
phones and personal com- 
puters, both heavy users of 
palladium capacitors, meant 
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that demand in this sector 
was up by 490,000 troy 
ounces in 2997, to 2.51m 
ounces. 

However, as the world 
wants more palladium, its 
biggest supplier is beset by 
bureaucratic procrastina- 
tion. 

In late 1996 the Russian 
government dismantled 
Roskomdragmet, the Rus- 
sian Committee for Precious 
Metals and Stones, which 
had since 1992 exercised 
considerable control over 
the export of Russian 
precious group metals 
(POMS). 

The responsibility for sign- 
ing export decrees then fell 
to the ministry of finance, 
where the decision to sign 
decrees granting export 
licences languished through- 
out the first half of 1997, 
preventing the export 
agency Almazjuvelirexport 


from releasing the metal 

End-users of palladium - 
predominantly Japanese but 
also some US and European 
electronics and automotive 
companies - are as puzzled 
tins year, as last, as to why 
the Russian supply proce- 
dure operates so ineffi- 
ciently. 

More than one has 
expressed the view that, as 
Russian stocks begin to run 
out and the country's pro- 
ductive capacity slows, the 
procedural delays are, 
perhaps coincidentally, a 
useful w pans of forcing up 
prices. ‘ 

There is no evidence to 
support the suggestion that 
the delays are a conspiracy 
to force higher prices, and 
most analysts tend to the 
view that the root cause of 
the supply disruption is a 
combination of incompe- 
tence and bureaucratic 


unwillingness to take 
responsibility for decisions 
that may later be criticised. 

The likely long-term con- 
sequence of the interruption 
to Russia’s supplies is that 
palladium users will increas- 
ingly attempt to find substi- 
tutes. 

According to Trevor Pitts, 
PGM nwrirating ' manager at 
Standard Bank, and chair- 
man of the London Platinum 
and Palladium Market 
(LPPM), disenchanted users 
will increasingly switch to 
other metals end , once that 
has happened, they are 
unlikely to return. 

“Car manufacturers must 
be deeply concerned that the 
world's largest palladium 
source is proving an unrelia- 
ble supplier. They should 
consider very carefully when 
basing their ability to sell 
cars an the assurance of sup- 
ply which may be subject to 


unexpected delays and 
which can only be con- 
tracted for on a short-term 
•basis," says Mr Pitts. 

Tan McLean, of Engelhard 
Corporation, has pointed out 
that the delays in Russian 
supplies come on top of 
strong demand, which - 
even without problems In 
Russia - is outstripping sup- 
ply. 

"Assuming even a modest 
rate of growth in PGM con- 
sumption. say 2 per cent, 
mining companies will have 
to sink a new 100,000 ounce 
mine every year just to keep 
up. And we know that’s not 
likely to happen.” he says. 

Thus electronics producers 
are already reducing the 
average palladium content of 
the conductive pastes used 
to Dorm the electrodes in 
their capacitors, substituting 
palladium materials with 
palladium-silver pastes con- 


taining up to 70 per cent sil- 
ver; other substitution plans 
include using nickel and cop- 
per. 

Catalytic converter manu- 
facturers are likely to turn 
increasingly towards plati- 
num. while - further dawn 
the road - the development 
of fuel cell technology, 
which will produce zero 
emission vehicles, will 
entirely remove the automo- 
tive demand for palladium. 

So Russia’s palladium pro- 
ducers perhaps should try to 
make hay while the sun 
shines. 

Indeed, if we see a com- 
plete repetition of last year, 
with a release of metal on to 
the markets by August - by 
which time when user stocks 
may once again be at almost 
rock-bottom - there will be 
strong suspicions that the 
Russian export agency is 
doing just that. 
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Impala - a South African platinum giant — 
works a mining area of 225 square kilometres 
and hoists from thirteen shafts. The current 
production capacity of over a million ounces 

per annum makes h one of the largest platinum 

producers in the world. 


The sun comes up, the sun goes down. 
Everything else is negotiable. 





Simplifying complexity through resources, across the globe. 




Ceaseless commitment to innovative and 
state-of-the-art technology throughout its mines 
and refineries has propelled Impala to the 
forefront of the global platinum business. 


Sufficient reserves to sustain production, 
together with the ongoing focus on productivity 
I j and results, will secure 

/ JL Impala's leadership well 

% into the 2 1 st century. 
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Impala Platinum Holdings Lid PO Bat 61386 . 

Marshalltown 2107, South Africa. 
Tel: +27 1 1 360-3184. Rue +27 1 1 360-3694 
Website: http-i)Www.iinphas.coza 
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